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WHEN the economic history of the Great War comes to be 
written one of the most interesting chapters will relate to its 
effect upon the United States. At the outbreak of the war 
the economic conditions in the United States were far from pro- 
sperous and the outlook by no means roseate. The long-continued 
depression had not yet come to an end and the industrial future 
had been much beclouded by the enactment of the new tariff law. 


The immediate effect of the declaration of hostilities was the 
closing of the Stock Exchange and the fall in the rate of American 
exchange on Great Britain. Moreover, the trade prospects were 
dubious. The possibility of interference with commerce by all of 
the belligerents caused the timorous to look forward to extremely 
low prices for both of the great staples, wheat and cotton ; while 
the continued shrinkage in railway earnings and the uncertainty 
caused by the passage of the anti-trust laws contributed another 
element to business depression. The sugar-beet interests and 
the Louisiana sugar planters had almost resigned themselves to 
what they thought would be an inevitable ruin caused by the 
impending removal of the sugar tariff. About the only ray of 
light on the horizon came from the enactment of the Federal 
Reserve law ; but even this was too recent to afford any consider- 
able prospect of speedy relief. 

After the lapse of a few months, however, the situation began 
to change, and before long the unexpected results of the Euro- 
pean situation brought about a veritable revolution of business 
conditions. In this revolution there were three distinct stages. 
The first movement, which set in toward the end of 1914, was 
the prodigious impetus given to the export of raw materials, such 
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as cereals, and of certain manufactured articles and other commo- 
dities needed for war purposes, primarily, meats, horses, mules, 
barbed wire, clothing and motor lorries. In the case of cereals, 
there was a bumper crop which now sold at high prices, and the 
export of which:to the Allies soon met with no interruption from 
hostile cruisers. The rise of the general price level, which would 
no doubt have continued unabated for well-known reasons, was 
now accentuated by this great increase of demand abroad. The 
only exception to the incipient prosperity was in the case of 
cotton, where the falling off of the German demand caused a 
lowering of prices and a holding back of stocks. But even this 
proved to be a blessing in disguise, for it led to a widespread 
movement throughout the South to restrict the area of cotton 
planting, and thus brought about a transition from the one-crop 
system to a method of variegated production, as in the other 
portions of the Union. 

The second stage in the development occurred with the 
placing of the huge orders for munitions of war, financed in part 
by the half-billion loan of 1915. It was not long before these 
enormous orders not only tested to their utmost capacity all 
the metal factories, but led to the increase of facilities on a huge 
scale and to the building of new munition plants, which brought 
with them a prodigious growth in the population of many cities 
and towns. By the summer of 1915 this movement was in full 
cry, and from that time up to the present has continued in almost 
unabated vigour. 

The third stage in the development was the reaction of the 
above movements on the community in general. The immense 
profits of the farmers were reinforced by another bumper crop in 
1915 and by a continued high price of cereals. On the other hand, 
owing to the movement mentioned above, the cotton crop of 1915 
was held down to a much lower level than in the previous year, 
and the price of cotton accordingly rose, despite the continued 
absence of the German demand. To the extent, moreover, that 
the South now produced cereals instead of cotton, it prospered 
correspondingly. Side by side with the gains of the farmers there 
now came the great profits to the producers of munitions and 
other materials of war, together with an increase in the wages 
of the operatives. This rise in the purchasing power of the 
public, coupled with the growth in the output of the basic indus- 
tries, soon spread to the rest of the productive field and before 
long to the media of transportation, until there ensued a veritable 
congestion of railway facilities. By the autumn of 1915 the 
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prosperity, present and expected, reflected itself in the great wave 
of speculation on the Stock Exchange, and from that time to the 
present writing all the marks of a business “boom” have made 
their appearance. 

A few statistics may be presented in order to bear out the 
above statements. First, as to agricultural products. Large as 
were the crops of 1914, they were vastly exceeded by those of 
1915, and despite the increased yield prices ranged so high that 


the value of the crops was markedly greater than before. This 
is apparent from the following table :— 
Percentage Percentage 
of increase of increase 
Yield. over 1914. Value. over 1914. 
Corn ... ... «. bu. 3,054,525,000 14-3 $1,755,859,000 1-9 
Wheat... ... bu. 1,011,505,000 13-4 930,302,000 5.9 
Oats: with barley, 
rye, and buckwheat 
added ... ... bu. 1,540,362,000 34:0 555,569,000 11-2 
Total (for six 
(cereals) bu. 5,908,370,000 19-1 3,417,932,000 4-9 
Hay ... . tons 85,225,000 21-5 912,320,000 17-0 
Cotton bales 11,161,000 —44-5 602,393,000 14-6 
Potatoes ... ... bu. 359,103,000 —12-2 221,104,000 11-0 





T otal of fifteen crops, including those next in 
value, viz., apples, tobacco, sweet anand 


sugar beets, rice, and flaxseed 5,538,370,000 8-0 


The next point to be emphasised is the enormous output of 
war materials. This can best be shown by the amount of exports. 
From August, 1914, to the end of January, 1916—a period just 
about covering eighteen months of the war—the exports of war 
materials were as follows :— 








Explosives .-» $214,662,647 
Horses 115,096,929 
Leather ... 108,848,525 
Auto trucks ... 71,588,576 
Brass manufactures 64,522,343 
Wool i 55,916,059 
Zine Pe 46,793,006 
Shoes 38,884,497 
Mules 26,817,711 
Harness ... 21,312,737 
Barbed wire 18,657,798 
Firearms ... 17,069,582 
Lead... 14,616,227 
Auto tires 14,221,114 
Aeroplanes 6,172,781 
Horse-shoes 3,543,504 
Motor cycles ... 3,183,689 


Total 


The effect of this 


during 1915 can be realised from the following figures : 
L 2 





.. $841,867,125 








period. 


—_———— (or 17% of the total 
exports for that 


situation upon general business conditions 
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clearings amounted to $186,079,731,746, an increase of 20°8 per 
cent. over the preceding year. The gross receipts of the railways 
(162 roads with a mileage of 222,163) for the calendar year 
1915 were $3,053,664,661, an increase of only 4°6 per cent. over 
the preceding year because of the comparatively late period when 
the “boom” struck the railways; but the net operating earnings 
for 1915 amounted to $955,664,313, or an increase of 25°2 per 
cent. over the preceding year. The production of pig-iron in 
1915 was 29,796,000 tons, an increase of 27°9 per cent. over the 
preceding year ; while the output of iron ore was about 55,000,000 
tons, an increase of 32°8 per cent. over the preceding year. The 
earnings of the general industries may be typified by the two 
following tables :— 


AMERICAN SMELTERS CO. 


1915. 1914. 
Operating earnings... ... ... ... ... $8,235,906 $5,320,867 
Moteliicome = 2...) ses aes aes es | EO 6,152,972 
OIGOR ss 5e2 ese isce “fess? Joa ese cage’ | GRR Rone 2,193,368 
SEPIA ss 505) Ses oss ase oeot eee es. SEEBERIARG 3,959,603 

UNITED STATES STEEL CORPORATION. 

1915. 1914. 
WOBEMINGR. acs. oss eek gee ass oes’ sas SAD SEO OGG $81,746,517 
NOU AMOGING .55- 565. cee, eee! coee, ase, oes 97,967,963 46,521,408 
Surplus net income after deducting 

interest and premium on bonds and 44,260,374 — 16,971,984 


dividends of 7% on preferred and | 
3% on common stock 


The situation as it existed at the end of 1915 can be illustrated 
by the changes in foreign trade. The annual excess of exports 
over imports for the past ten years has varied between 350 and 
650 million dollars (with the exception of 1910, when it fell to 
187 millions). During the calendar year 1915, however, exports 
amounted to $3,547,480,000 and imports to $1,778,596,000, or 
an excess of exports of $1,768,883,000. Europe paid for this by 
shipping to the United States during that year about 425 millions 
in gold and about one billion dollars in securities; while, on the 
other hand, the United States loaned to Europe about the same 
amount, namely, one billion dollars. 

In only one respect do we find a great reduction, and that is, 
of course, in immigration. The comparative figures here are as 
follows :— 











1913. 1914. 1915. 

Immigrant aliens ... ... ... 1,387,318 688,495 258,678 
Non-immigrant aliens ... ... 229,585 159,536 68,963 
Total... ... 1,616,903 848,031 327,641 


Emigration woe see peak Whe 598,946 588,378 284,636 
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In other words, while in 1913 there was a net surplus of over 
one million arrivals, in 1915 there was a net surplus of only 
slightly over 50,000. 

While the above figures for 1915 are stupendous, the march 
has been even more rapid during the first quarter of 1916. The 
anthracite coal shipments of the nine leading railways in the 
eastern fields increased during the first three months of the year 
from 14,258,807 tons in 1915 to 17,708,007 tons in 1916. The 
output of steel rails in the same period rose from 525,000 tons in 
1915 to 1,478,000 in 1916. During the month of March alone the 
comparative figures are 150,000 in 1915 and 1,100,000 in 1916. 
The production of pig-iron during the month of March increased 
from 2,063,834 tons in 1915 to 3,337,691 in 1916, and the present 
outlook is that there will be a production of wellnigh forty billion 
tons during the year, figures unheard of in the history of the world. 
The unfilled orders of the United States Steel Corporation were 
at the beginning of April, 1916, 9,931,000 tons, more than double 
the figures of a year ago. The daily average of bank clearings 
for the first three months of the year was as follows :— 


1915. 1916. 
January Pe ee $466,194,000 $713,358,000 
February ... ... ... 472,670,000 704,526,000 
pO 443,693,000 679,028,000 


The railway earnings have been correspondingly large and the 
pessimistic feeling of a year or two ago has given place to hopeful 
expectation. Finally, the exports from the United States for 
the first eight months of the fiscal year—that is, from July 1, 
1915, to March 1, 1916—amounted to $2,586,301,570, making it 
probable that the exports for the entire fiscal year will aggregate 
the enormous sum of four billions of dollars, with an excess of 
exports over imports of probably over two billions. 

This remarkable prosperity has been attended by an 
unexampled rise of prices which has been most marked in the 
last few months. According to Dun’s index number the change 
has been as follows :— 


Jan. 1. April 1. July 1. 
IOS ws us ces | ES — 116-3 
Ct Seer ee — 119-7 
TOES: «2. ice se Eel — 124-9 
BORG ois as cee, ESET 145-7 — 


In other words, there has been an increase ip the price level of 
about 20 per cent. since the outbreak of the war and of at least 40 
per cent. since 1906, and this increase has been most marked in the 
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-recent months. This may also be illustrated by the following 
prices of iron and steel products :— 


Jan. 6,1915. Jan. 5,1916. April 12, 1916. 
$. $. $. 


Bessemer billets ... ... 19 32 45 
Tank plates ... ... ... 1-10 2-25 3°75 
WO ROOS 665 ccs es wx 2B 40 60 


It is apparent from the above figures that the effect of the war 
in the United States has been to produce a period of unexampled 
prosperity that is reflecting itself in every part of the body 
economic. To the ‘student, however, who attempts to look 
beneath the surface there are two problems of commanding 
importance. The first is what are the disadvantages, if any, 
which tend to counterbalance the obvious benefits that have been 
recounted above? And, in the second place, what is the prospect 
for the future? To what extent is there likely to be a reaction 
from this fever of prosperity, and how far is it probable that the 
United States will remain in the field as a competitor of Great 
Britain in the export either of goods or of capital? 


II. 


Among the disadvantages which counterbalance in part the 
prevailing prosperity four are worthy of attention: the labour 
market, the influence of high prices upon certain industries, the 
shipping situation, and the South American trade. 

So far as the labour market is concerned, the United States 
is now passing through a critical period. As in all periods of 
rising prices, wages are lagging behind. It is a familiar fact that 
while the value of land is always the last to respond to any sudden 
increase in the general price level, wages occupy a position 
midway between ordinary commodities and real estate. The 
influence of the present burst of prosperity upon land values has 
scarcely declared itself as yet. The great depression under which 
New York City, for instance, with its $8,000,000,000 of land 
values, has been labouring, is only slowly disappearing, and is 
largely responsible for the fiscal difficulties in both the State and 
the City of New York. In the case of the labour market, however, 
the tendency toward an increase in the wage rate has been con- 
siderably strengthened by the falling off in immigration, as noted 
above. Nevertheless, despite repeated advances of wages in the 
metal industries, in the textile industries, and elsewhere, real 
wages are still sensibly lower than they were a few years ago. The 
country is at present in the throes of a twofold wage struggle, an 
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important dispute in the anthracite coal mines of the East, and 
the nation-wide movement on the part of the railway employees 
to secure, under the guise of an eight-hour law, what is virtually 
an increase of wages. Before these lines are printed either or 
both of these disputes may have come to a head ; and while every- 
one hopes that the contest will be amicably settled, the possibili- 
ties of trouble on a hitherto unknown scale are by no means elimi- 
nated. If the war and‘the rise of prices continue we may have 
to look forward to other labour disputes on a gigantic scale. 

The second result of prosperity and the rise in prices has been 
to check certain kinds of consumption and to hinder the progress 
of certain industries, the raw materials of which are becoming 
too costly. Many examples, both small and large, might be 
mentioned. Thus, for instance, the attempt to carry out the 
reform in the disposition of ashes and garbage in the city of New 
York has been completely stopped by the impossibility of securing 
covered carts from the manufacturers, who are so busy with muni- 
tion orders that they refuse such relatively unimportant commis- 
sions. Again, the great rise in the price of gasolene so seriously 
threatens the automobile industry that frantic attempts, thus 
far unsuccessful, are being made to secure the substitution of a 
cheaper fuel. Finally, the immense increase in the price of struc- 
tural iron has virtually put a stop to the building industry in the 
city of New York; and what few large apartment houses are now 
being planned are of the non-fireproof type. This will evidently 
have a double effect. By restricting the progress of improvements 
it is diminishing the basis of valuation for local taxation, and will 
thus mean a higher tax rate in the near future, thereby rendering 
still more acute the local fiscal crisis. In the second place, it will 
lead to a distinct deterioration in the housing facilities for the 
city of New York. Many other examples, of which the above are 
chosen at random, might be presented to show the unfortunate 
results of the advance of prices. Of the embarrassments to the 
recipients of all fixed salaries and of the influence on the security 
market it is needless to speak. 

The third point to which attention should be directed is the 
shipping industry. The United States is waking up to the extent 
to which it is dependent for commercial prosperity on Great 
Britain. Notwithstanding the prodigious increase of freight rates 
the situation is far less acute than it would otherwise be, because 
the American farmer has secured an advantage in the European 
market as compared with his Argentine or Indian competitor. 
This is apparent from the following table, which shows the cost 
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: of shipping a bushel of wheat from various countries to Great 
Britain :— 


Feb. 1914. Feb. 1915. Feb. 1916. 
$. $. $. 

United States... ... 0-064 0-24 3/8 0-58 3/4 
Argentina... ... ... 0-094 0-43 1/4 1-08 
MAGNO sce ss ses. soe OPED 0-144 0-90 


In other words, while prices have everywhere advanced enor- 
mously, they have advanced relatively less for shipments from 
the United States. Despite this fact, the lack of shipping facil- 
ities has been a serious embarrassment. With over half of the 
British merchant marine commandeered for military purposes and 
with a growing percentage destroyed by the submarine campaign 
the diminution in available tonnage has been so great as at inter- 
vals to create a considerable congestion at the chief ports and to 
interfere seriously with the course of trade. Even this, however, 
would not have sufficed to engender the present movement—since 
the burden of the delay and of the increased cost is borne largely 
by the foreign consumer—were it not for the great wave of 
sentiment for “national preparedness” which has_ been 
sweeping over the country. It is coming to be _ recog- 
nised that while from the point of view of mere dollars 
and cents it may have paid the United States to invest 
its capital elsewhere, and to allow Great Britain with its 
cheaper facilities to do most of the carrying trade, a merchant 
marine is important, not only for economic reasons, but also as a 
naval auxiliary. The people of the United States have about 
made up their mind that a great merchant marine must in some 
way be reconstituted and the consummation of the plan is delayed 
only by the inability of the two political parties to decide on a 
practicable scheme. That some form of Government aid is im- 
perative is now rather widely recognised. In entertaining this 
opinion its advocates point to the famous passage of Adam Smith, 
where, in adverting to the fact that the Navigation Act may have 
been dictated by natural animosity, he proceeds to say that its 
provisions ‘“‘are as wise as if they had all been dictated by the 
most deliberate wisdom.” ‘As defence,” says Adam Smith, “‘is 
of much more importance than opulence, the Act of Navigation is 
perhaps the wisest of all the commercial regulations of England.” 
This is coming to be the opinion of the United States. But 
whether our Navigation Act is to take the form of Government 
subsidies and national preference, as the Republicans desire, or 
whether, on the other hand, it should assume the garb of Govern- 
ment ownership through a Government Board, as the Bill now 
pending in Congress provides, is as yet undecided. Whatever 
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the final plan may be, the movement for the reconstitution 
of the merchant marine is a direct outcome of the present 
war. 

The fourth point adverted to above is the failure of the United 
States fully to utilise its opportunities in South America. The 
complete cutting off of the German export trade to South America 
and the great diminution of British exports conjoined to give the 
United States an opportunity to capture a foreign market which 
may possibly not return for a century to come. The depression, 
indeed, in the South American countries, which took the form of 
a decrease in their powers of consumption as a result of thé war, 
would, in any event, have proved a temporary obstacle. But with 
the gradual resumption of normal conditions it would have been 
possible for the United States with comparative ease to step into 
the gap caused by total withdrawal of Germany and the partial 
withdrawal of Great Britain. It is not to be denied, moreover, 
that certain preliminary steps were soon taken in the United 
States towards this end. While the National Foreign Trade 
Council, as organised in 1914, devoted itself primarily to a larger 
merchant marine, the Chamber of Commerce of the United States, 
the American Manufacturers’ Export Association, and the 
National Association of Manufacturers took up the general pro- 
blem. The Federal Trade Commission has been considering as 
to how far it might be advisable to procure an amendment of the 
Sherman Anti-Trust Act in order to permit American producers 
to form combinations designed to maintain foreign sale agencies. 
The Bureau of Foreign and Domestic Commerce has in its publi- 
cations sought to emphasise the possibilities of an increased trade 
with South America; and last, but not least, the National City 
Bank has availed itself of the Federal Reserve Act to establish 
branches in Brazil, Uruguay, and Argentina. Similar considera- 
tions prompted the formation of the American International Cor- 
poration with a capital stock of $50,000,000, and in close relations 
with the National City Bank, designed to promote the investment 
of American capital in foreign industry. 

This may seem an impressive catalogue. Compared, however, 
with what might have been done, the movement is insignificant. 
The truth is that virtually all the banks and most of the factories 
have been so busy making money out of the huge war orders 
that they have signally failed to take advantage of this un- 
exampled opportunity in- South America. A more short- 
sighted policy of sacrificing the future for the present it is perhaps 
difficult to find. To what extent the new methods, had they 
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. been introduced, would have permanently supplanted the British 
and the German interests in South America is, of course, a ques- 
tion that deserves far more extended consideration than it is 
possible to give it in these pages. But to the economist 
who is concerned with the more permanent as well as with the 
immediate factors of the situation, the failure of the United States 
to utilise a golden opportunity is as lamentable as it is probably 
welcome to the commercial interests of its competitors. 


III. 


When we come finally to speak of the outlook for the future 
we are treading upon dangerous ground. Of all kinds of specula- 
tion, economic speculation is proverbially the most hazardous 
because of the possible emergence of new and unanticipated con- 
ditions. It may, however, be worth while to throw out a few 
suggestions on the possible future development of the United 
States as regards (1) the financing of foreign trade, (2) the capital 
market, (3) the wages situation, and (4) economic relations to 
Great Britain. 

In reference to the first point there has been much wild talk 
of the supplanting of London by New York as the world’s finan- 
cial centre. Revolutions of this kind do not occur overnight. 
Attention may, however, be directed to the recent history of the 
Federal Reserve Act. With respect to what has been accom- 
plished in the internal trade of the United States this is not the 
place to speak, further than to state that the Act has already 
accomplished in many directions far more than even its enthusias- 
tic advocates had hoped. But as regards foreign trade, a good 
heginning has been made in the development of a discount market. 
There has already been created a volume of bankers’ acceptances 
which, although still relatively small, it would normally have 
taken years to develop. At the beginning of the European war 
the customers of some of the larger American banks found them- 
selves cut off from their London credits and sought similar credit 
facilities in New York. The American banks soon adjusted them- 
selves to the new conditions, and now accepted under special 
arrangements the very same kind of foreign bills which they had 
hitherto been buying and transmitting to London for acceptance. 
In New York City, up to the present, only about a dozen banks 
have done any substantial acceptance business; but the number 
is gradually increasing and the custom is fast spreading to the 
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other centres.‘ Not only are we now in some measure financing 
our own foreign trade, but we are beginning to finance the trade 
of other countries as well. Dollar exchange is becoming an 
assured fact. The longer the war lasts, and the more pronounced 
the movement toward the creation of American bank branches, 
agencies, and correspondents abroad, the nearer is the time when 
New York will become an important settling centre, like London, 
and when dollar exchange will become as current in commercial 
and financial circles as the pound sterling. This must, however, 
be a slow process, and at best it means, not the displacement of 
London from its position as the world’s financial centre, but the 
creation of a new competition which may become even more 
serious than that of Berlin in recent years. 

In this problem of the world’s financial centre the most im- 
portant element, however, is the volume of loanable capital for 
investment abroad. Here, indeed, there have been important 
changes. The United States has entered upon the world market 
and has loaned in 1915 about a billion dollars abroad ; while Great 
Britain, instead of lending money (except in the shape of Govern- 
ment assistance to its Allies) not only has been borrowing from 
abroad, but has been selling most of its American securities. If 
the war continues much longer Great Britain will probably have 
to take another step, and, unless it succeeds in reducing its con- 
sumption to the level of its diminished production, will probably, 
after the exhaustion of the American securities, have to part with 
its South Americans. In ordinary circumstances this would 
be a serious step because of the undoubtedly close connection 
between foreign investment and foreign trade. And it is not at 
all impossible that Great Britain may prefer to borrow, if possible, 
from the United States on the security of its South American 
investments, rather than to part with them outright. But what- 
ever the immediate effects of a continuance of the war may be, it 
is to be remembered that in all probability the United States has 
not yet, under normal conditions, reached the stage where it will 
be profitable to export capital on a large scale. The great Ameri- 
can empire is still only half developed. It still needs tens of 
billions of capital to complete the railway system and to develop in 
the areas which are even yet not reclaimed by irrigation or by 
drainage the great industries which will surely one day cover 
the continent. While the opportunities for profitable investment 


™ This whole development is admirably set forth in a recent pamphlet by 
Pierre Jay, Chairman of the Board of Directors of the Federal Reserve Bank 
of New York, entitled: Development of a Discount Market and its Relation to Our 
Foreign Trade. 
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- of capital within the country remain so alluring as they are likely 
to remain for another generation, it scarcely seems probable that 
the United States will prove a formidable competitor of Great 
Britain and Germany on the capital market of the world. The 
foreign investments of the United States will no doubt gradually 
increase, especially in Central America, and to a certain extent in 
South Amefica, but the extraordinary and abnormal conditions of 
the war will in all likelihood not be the permanent ones for the 
next generation or two. 

The third point to be considered is the probable future of the 
labour market. A thorough treatment of the wages problem 
would obviously include two series of influences, the first com- 
prising those which deal with general conditions of production, 
apart from labour, but which necessarily have an effect, both 
direct and indirect, upon wages; the second dealing with those 
causes which more specifically influence labour itself as a pro- 
ductive force. 

Of the general influences, the most important are obviously 
the trend of land values, the future supply of capital, and the 
general price level; while in the second class of considerations 
there would be included such factors as (1) competition, (2) effi- 
ciency of labour, (3) combination of labour, and (4) social 
legislation. 

Even a cursory treatment of these problems would require a 
separate article.! We shall have to content ourselves here with 
a short statement of that aspect of the problem which may be of 
especial interest to Europe, namely, immigration. 

On this point there are evidently two possibilities. One is 
that emigration to the United States will be checked by the Euro- 
pean demand for labour. The immediate result of the conclusion 
of peace is likely to be an attempt on the part of each of the 
belligerents to repair some of the ravages of the conflict by a con- 
siderable increase in output. Not only will much of the slack in 
production have to be taken up, but the actual diminution of the 
population by the casualties of war may mean a smaller working 
force. The increased supply of labour, together with the aug- 
mented demand for the products of industry, might thus diminish 
the trend to immigration. 

The argument on the other side, however, seems to be stronger. 
For not only is it likely that the shortage of male workers will be 
compensated by the retention of women, but the disparity between 


' This treatment has been attempted by me in a recent article, entitled 
“Wages After the War,’ published in the Annalist, New York, Volume vii, 
p. 168. 
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European and American wages is not likely to be changed for some 
time to come. For if there is to be prosperity in Europe because 
of its need for increased production, it is not at all unlikely that 
we shall have prosperity in the United States because of the 
greater European need for our raw material. The same forces, 
therefore, which are apt to increase European wages would be 
likely to augment American wages, and our relative attractive- 
ness as a haven for the workmen would then continue for some 
time to come to be what it was before the war. 

Moreover, it must be remembered that our immigration has 
of recent years been primarily from the non-industrial countries, 
like Russia, Eastern Europe, and Southern Italy. There is 
nothing to lead us to suppose that there will be any great and 
sudden industrial prosperity in these parts of the world. German 
and British emigration will no doubt continue to be small, but the 
economic motives affecting the Russian and the Italian and the 
Austrian emigrant are not likely to change much in intensity. 
Added to all this is the probability that the average peasant in 
Eastern Europe will be glad to escape from a position in which he 
may be called upon soon again to suffer the horrors of war in a 
cause which he scarcely comprehends. Thus a general political 
motive will be added to the undiminished economic motive. 
Finally, we must not forget the restlessness which experience 
shows is apt to overtake the members of a disbanded army, accus- 
tomed as they are to the freedom and irregularity of a martial 
life. 

The net result of all these considerations is likely to be a con- 
siderable increase in the tendency to emigration. While it is 
certain that the United States will still need for some time to 
come a large addition to its working force, if industrial 
progress is to continue at the existing rate, it is likely that 
the great wave of immigration after the war will be checked by 
some form of restrictive legislation, a Bill for which is even now 
pending in Congress. If the golden mean is happily struck we 
shall not have immigration enough to pull down the general wage 
level, but just enough immigration to render possible a con- 
tinuance of business prosperity. 

Without being at liberty to enter upon a fuller discussion here, 
we may be permitted to state that both the general and the par- 
ticular causes that have been at work for some time in the United 
States in bringing about a higher rate of wages may be expected 
to continue to operate with more or less undiminished force in the 
future. It is only in the unlikely event of either a great depres- 
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-sion of business or an unchecked wave of immigration that this 
movement will be arrested. We say in the unlikely event, 
because the American people may be expected to guard against 
either a dumping of European products or a dumping of human 
beings on our shores. With reasonable forethought and intelli- 
gence we may expect to look forward not only to a rise in the 
wage scale, but also to an increase in that industrial prosperity 
which will spell higher profits as well as higher wages. 


The last topic to be considered is the one on which speculation 
is the most hazardous, namely, the future economic relations of 
the United States and Great Britain. It is obvious that in con- 
sidering the past and present of the economic relations between 
the two countries there are four points, in each of which the 
happy conjuncture of events has made the relations not only close, 
but profitable to each country. These are respectively, (1) 
foreign trade, (2) the merchant marine, (3) international credit 
facilities, and (4) the investment of capital. 

In each of these points there has been, in the main, co-opera- 
tion. For over a century Great Britain has been supplying the 
United States with manufactured products and has taken in return 
raw materials, with obvious resultant benefits to both countries. 
For over half a century Great Britain has done the carrying trade 
for the United States to the manifest advantage not only of Great 
Britain, but also of the United States, which found at home a 
more profitable opening for its investments. For wellnigh a 
century London has been the financial centre of the world, and 
the United States has not begrudged settling its balances with 
other countries in sterling, for the simple reason that it possessed 
no similar banking facilities abroad. Finally, and above all, for 
over three-quarters of a century Great Britain has supplied the 
United States with much of the capital that it needed for its 
economic development ; and while the profits have been large to 
the British, the advantages have been still greater to the 
Americans. 

The cold-blooded, scientific inquirer will, however, ask what 
are the prospects of the continuance of this situation and what 
will be the influence of the war? The answer must be that in 
certain respects at least the situation is bound to change. In 
the first place, with reference to foreign trade, the war will indeed 
only strengthen a tendency which has been manifest for some 
time. The industrial deyelopment of the United States has 
recently brought about a marked diminution in the export of food- 
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stuffs ; and it is not unlikely that America will soon become an 
importer, rather than an exporter, of cereals. On the other hand, 
with every succeeding decade our manufactured products assume 
a larger place among our exports. This tendency will probably 
be still further enhanced by the fact that for some time after the 
conclusion of peace Great Britain as well as the other belligerents 
will be busy in taking up the slack of production for home con- 
sumption. The period of the nineteenth century when Great 
Britain virtually enjoyed a monopoly of industrial output and the 
United States was the great provider of raw material has come 
to a close. It is likely that in the decades to come Great Britain 
will find a gradually sharper competition on the part of the United 
States in the neutral markets of the world, and in particular 
lines perhaps even in the home market. 

Again, as we have seen, it is not improbable that the United 
States will in the near future build up a merchant marine of its 
own even at an economic sacrifice; and to the extent that this 
is accomplished, the shipping profits of Great Britain will 
obviously be diminished. In the same way, the beginnings of 
dollar exchange, to which we have adverted above, point to a 
period when the profits of London as the financial centre of the 
world will, indeed, not be seriously threatened, but at least sub- 
stantially reduced by American competition. 

While in the above three respects we may look forward to a 
new and increased competition in the immediate future, it is 
likely that, in so far as concerns the foreign investment of capital, 
the period of active competition between the United States and 
Great Britain will be postponed for another generation at least. 
For, as we have pointed out, there is still too much work to be 
done at home to render probable a surplus for abroad. It is, of 
course, by no means certain that there will be an immediate 
resumption of the old economic relations between Great Britain 
and the United States; for the longer the war continues, the 
more complete will be the sacrifice of British investments in the 
United States. It may take some time for the old conditions 
to be restored. But even when they are restored it will in all 
likelihood not be very long before the United States will begin to 
send its investments abroad at an increasing rate. 

It would be an inviting field for the economist to speculate on 
the political effects of these impending economic changes. In the 
relations of Great Britain and the United States there have been 
three stages. In the first stage, when Great Britain still followed 
the Colonial and protective system, and when it sought to 
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‘subordinate the national aspirations of America to its own ends, 
the result was disagreement, culminating in the Revoluton of 
1776 and again in the war of 1812. The second stage was ushered 
in with the adoption of the free-trade policy by England, which, 
under the, peculiar economic conditions of the United States, 
spelt prosperity for both Great Britain and the United States 
and engendefed continually closer relations, with the spread of 
mutual affection and good will. The third stage, which is just 
now beginning, is that of an increasing economic competition in 
lieu of the preceding co-operation—competition for neutral 
markets, competition for shipping profits, competition for 
banking facilities, and, before long, competition for foreign 
investments. What the political results of this new stage 
of economic life will be is as yet shrouded in mystery. Will 
Great Britain cling to its free-trade policy, which was framed 
under conditions when the old competition had been defeated, or 
will it revert to certain phases of the protective, neo-mercantilist, 
and nationalist system of earlier times? And, on the other hand, 
what will be the corresponding policy of the United Sates and 
what will be the effect upon the world at large? 

To answer these questions is obviously impossible. But 
whatever the answer may be, it is reasonably clear that the next 
half century will witness the development of a new stage in the 
economic relations of the two countries, and that the historian 
of the future will point to these new relations as among the most 
important effects of the Great War. Not alone for Great Britain 
and her present Allies, not alone for Germany and her associates, 
but for the United States as well, whether she keeps out of the 
war or not, the present gigantic conflict means a sensible altera- 
tion for weal or for woe of its future economic life. 

Columbia University. Epwin R. A. SELIGMAN 











BRITISH AND GERMAN EXPORT TRADE BEFORE THE 
WAR. 


THE present time would appear to be opportune for a brief 
comparison of British and German trade before the war. A 
general impression is prevalent that German progress has of late 
years been considerably greater than our own. It is desirable 
to see how far this impression is borne out by the available 
statistics, and whether the figures disclose an increasing severity 
of German competition generally, or in certain directions only. 

A comprehensive survey of the trade statistics was published 
in Volumes IV. and VII. of the Economic JouRNAL by Mr. 
A. W. Flux. The inquiry was carried down to about the year 
1894, and related not merely to the trade of Great Britain and 
Germany, but embraced also that of other Continental nations 
and of the United States. It is proposed in the present paper 
vo deal only with the exports of the United Kingdom and of Ger- 
many between the years 1895 and 1913—the last year for which 
we possess complete information as to Germany’s foreign trade. 

This period of nineteen years may conveniently be grouped into 
averages of four periods—three of five and one of four years. 
The first figures to be noticed are those of the total foreign trade 
(exclusive of bullion), which are as follows :— 


ToTaL Exports (millions of £). 
Average of 1895-1899. 1900-1904. 1905-1909. 1910-1913. 


United Ikingdom ... ... ... 300°0 356-6 462-5 581-2 
Germany ... ... ... sc oc 197-9 251-8 340-1 460-0 
Balance in favour of U.K. ... 102-1 104-8 122-4 121-2 


These figures, as well as those to be subsequently given, do 
not include the exports of the United Kingdom to Germany, or 
vice versa. The direct trade between the two countries has been 
excluded in order to deal only with competition in foreign 
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- markets. The preponderance of British exports in the first 
period is really slightly greater than appears above, since the 
export of new ships was first included in the British statistics in 
the year 1899, while it found a place in the German figures two 
years earlier. The United Kingdom export of ships in 1899 was 
about nine millions in comparison with domestic exports of 255 
millions, and if we assume similar proportions in the years 1897 
and 1898, we shall have to add about 3 millions to the yearly 
average, which will thus be about 303 millions, or 105 millions 
in excess of the German figure. 

The figures of the total trade of both countries give due weight 
to the re-exports, which form one of our most considerable com- 
mercial assets, and their transport is really as much a domestic 
industry as any other. Lacking this item, the “special exports,” 
or exports of the domestic produce of the United Kingdom, appear 
in a less favourable light in comparison with those of Germany. 


SPECIAL Exports (domestic produce only). 


Average of 1895-1899. 1900-1904. 1905-1909. 1910-1913 


United Kingdom... ... ... 2396 289-2 377-4 474-2 
Germany ...0 si 65 ass 181-3 235-6 314-2 425-7 
Balance in favour of U.K. ... 683 53-6 63-2 48-5 


A slight correction has to be made, as before, for the export 
of new ships in the first period. A change in the method of 
recording the exports of the United Kingdom (from countries of 
immediate to countries of ultimate destination) has also to be 
taken into account. From 1904 to 1912 the Statistical Abstracts 
give both sets of figures, and a detailed comparison shows that 
the results, so far as concerns the totals that will be dealt with 
in this paper, are only very slightly affected. The chief altera- 
tions are a considerable fall in the exports to Belgium, almost 
exactly balanced by the exports to Switzerland, which appears 
for the first time in 1904 as one of the countries of export. The 
difference between the two sets of figures in no case reaches as 
much as a million sterling (or about a quarter of one per cent. of 
the total), and in most cases amounts only to one or two hundred 
thousand pounds. 

So far the results appear to indicate that while our total 
exports have been pretty well maintained throughout, there has 
been a not inconsiderable falling behind in the case of the purely 
domestic exports in the last of the four periods. It is to be 
observed, however, that this is not due to any slackness on our 

















own part—for the increase of British exports is more than main- 
tained throughout—but to a special spurt which our rival appears 
to have made in the four years preceding the war. In the last 
ane the German imports, which had reached a figure of over 
525 millions in 1912, were nearly stationary at 529 millions, but 
the exports increased by more than 40 millions; the imports of 
bullion increased by 110 millions, and the exports of bullion 
decreased by about 40 millions. It may be safely conjectured, 
I think, that the activities of the last four years were not purely 
commercial. 

In any case, it is not sufficient to look at the figures in the 
lump merely. It is necessary to dissect them in order to ascer- 
tain their real significance. The first great division into which 
they fall is into the trade with European and non-European 
countries respectively. Russia will be included in the first and 
Turkey in the second group. Taking the European countries 
first, we find the figures to be as follows :— 


SPECIAL (DOMESTIC PRODUCE) EXPORTS TO KUROPEAN COUNTRIES 
(millions of £). 


Average of 1895-1899. 1900-1904. 1905-1909. 1910-1913. 


United en sec Samar Menswen ot ene 76-2 97-4 121-6 
Germany ... . ere 128-7 179-6 255-9 
Balance againsithe U.K. ... 35-8 52-5 82-2 134-3 


The superiority and uniform progress of Germany as regards 
the trade with European countries is clearly indisputable. 

On the other hand, when we look to the trade with the rest 
of the world outside the continent of Europe, we shall find a still 
more remarkable superiority on the side of the United Kingdom. 
The figures are as follows :— 


SpEcIAL (DoMEsTIC PRopUCE) Exports TO NON-EUROPEAN 
CouNTRIES (millions of £). 


Average of 1895-1899. 1900-1904. 1905-1909. 1910-1913. 





United ape aioe oes ie Se 188-4 246-0 313-3 
Germany ... Sea; Gee ace ee 60-7 83-5 110-4 
Balance in favour of the U.K. 107-3 127-7 162-5 202-9 


The broad conclusion to be drawn from these figures would 
seem to be that, as regards the continent of Europe, Germany 
had a great superiority, obviously due to her central position and 
to her magnificent railway and water communications with the 
M 2 


1916] BRITISH AND GERMAN EXPORT TRADE BEFORE THE WAR 163 









i 
{ 
i 
| 














164 THE ECONOMIC JOURNAL (JUNE 


countries by which she is surrounded; while we, on the other 
hand, had an even greater advantage as regards the rest of the 
globe in our ocean communications and in the increasing magni- 
tude and efficiency of our mercantile marine. The Continent, in 
the pre-war days, was becoming more and more the hinterland 
of the German railways, while the overseas countries of the 
world remained in increasing measure the sphere of influence of 
British sea supremacy. The contest has been between land 
carriage and carriage by sea, each exploiting the field most 
favourable to its activities. 

That this was the main influence, rather than any difference 
of fiscal policy or of scientific attainments (though I would not 
for a moment minimise the importance of the latter factor), 
becomes, I think, still more evident if we analyse further the 
figures of the European trade. The Continental countries may 
be divided into two clearly marked groups, in one of which 
Germany has throughout had a greater export trade than the 
United Kingdom, and a second group in which British exports 
were, in the earlier periods, in considerable excess, and only 
gradually lost this preponderance. The former countries, which 
I shall denote by the letter “A,” comprise Russia, Sweden, 
Norway, Denmark, the Netherlands, Belgium, Austria-Hungary, 
Rumania, and Switzerland. The latter, which I shall call “B” 
countries, include France, Portugal, Spain, Italy, Greece, and 
Bulgaria. It will be observed that the countries of the first group 
are those which march directly with Germany’s frontiers, or, in 
the case of the Scandinavian countries, are separated only by a 
short stretch of the Baltic, while in the case of the others, with 
the exception of France, foreign territory intervenes. In the 
first case Germany, working—as she has worked in the war—on 
interior lines, has always held her own against our maritime 
superiority. In the latter, sea carriage at first prevailed, but 
lost its advantage as the European system developed and the 
railways of Germany were linked up with those of its neighbours 
by special agreements and the benefit of through rolling-stock. 

The figures are as follows :-— 


SpecIAL (DomEsTIC) Exports To “A” COUNTRIES. 


Average of 1895-1899. 1900-1904. 1905-1909. 1910-1913. 


United Kingdom... ... ... 37:5 41:8 53-7 68-6 
GIANG 0 vs cc~ 260s ces, TORE 105-0 140-4 195-2 


Balance against the U.K. ... 451 63°2 86°7 126°6 
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SPECIAL (DoMESTIC) Exports To “B” CouNTRIES. 
Average of 1895-1899. 1900-1904. 1905-1909. 1910-1913. 


United “aahaeel Sea, GS6. eee CMG 34°3 43°7 52°9 
Germany ... ase cee oe ee 23-8 39-0 60-4 
Balance in dese of (+) or) +93 +105 44-7 15 


against (—) the U.K, ... f 


These figures seem to confirm the conclusion already arrived 
at, that the contest between the two countries was mainly one 
of land or sea carriage. During the period under review all Con- 
tinental countries had greatly increased their railway systems, 
Germany alone having added over 7,000 miles between the years 
1899 and 1912. In shipping, however, comparing the two years 
1902 and 1912, she only added 950,000 tons to the register, while 
the United Kingdom increase was over 1,800,000 tons. The gain 
in effectiveness was greater still. Taking one steam ton as 
equivalent to four sailing tons, the German increase was a little 
over 1,000,000 tons and that of the United Kingdom rather 
more than 2,600,000 tons, or two and a-half times as great. 

Another point which is noteworthy is that the trade of both 
countries increased pari passu throughout the period, and that 
neither seems on the whole to have gained at the expense of 
the other. Germany did not, so far as the figures disclose, oust 
us from any trade that we possessed before, nor we Germany. 
Out of an increasing volume of trade Germany obtained the 
major portion of the excess in Europe, Great Britain in the rest 
of the world. With the exception of certain years just after 
the South African war, and the two years of the American crisis 
and its aftermath (1908-09), there is no instance of a positive 
decline in British exports synchronising with a contrary move- 
ment in German exports. This is the more remarkable con- 
sidering the strenuous efforts which Germany is well known to 
have been making to extend her foreign trade. The case of 
Turkey is a conspicuous instance. Our Consul-General noted 
in his report for 1908-09 (Cd. 4,446-49, p. 45) that goods were 
carried under the Levant tariff from Frankfort to Constantinople, 
via Hamburg (at which port they were transhipped), at lower 
rates than from Frankfort to Hamburg itself. Similar 
facts are given by M. Millioud (“The Ruling Caste and 
Frenzied Trade in Germany,” 1916, pp. 109, 110) in regard to 
other German seaports. Yet in spite of such artificial encourage- 
ment, German exports to Turkey for the period 1910—1913 only 
averaged £5°3 millions, against £8°5 British. 

Other overseas countries give similar results, as the following 
figures amply prove :— 
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° British Exports. German Exports. 
1906-09. 1910-13. 1906-09. 1910-13. 
OTEMREIOO. 650 acho SEO tes 7-5 8-5 3-8 5:3 
SPOT sce) ks ey a OS 12-2 4-5 5-4 
sp nce) ss) eee ce, 11-7 3-4 4-1 
5 DBrivsh India... ... .. 466 56-5 5-2 5-5 
sp RCONIBOR ss. 5 ses sem | ON 21-6 1-2 2-4 
», United States 27-4 29-6 30-0 33-5 
59 IMOKIQO. .... 6s. 2-4 2-3 2-2 2-3 
» Brazil eiely ace 8-6 13-3 4-7 8-3 
» Australia and New 
Zealand 22-8 31-9 3:2 4-3 
» Argentina ane 18-1 20-2 8-3 12-5 
»» Chile 5-4 5-9 3-5 4-2 
SpE es. 850) aides 9-1 9-5 1-7 2-0 
» British 8. Africa ... 14-2 20-7 1-6 2-4 


With the exception of the United States and Mexico, where 
Germany competes with us on approximately equal terms, there 
appears to be no non-European country in which British exports 
are not considerably in excess of German. The preponderance 
is accentuated in the case of our overseas possessions and 
Dominions, but is by no means confined to them. In fact, if 
the whole of our trade with these possessions be omitted from 
the British figures, leaving to Germany the benefit of her own 
trade with them, we shall find the British exports still in excess 
by an average amount of no less than 31 millions for the years 
1910-13. For the years 1895-9 the excess was about 26 millons, 
so that it is at any rate not diminishing. If it were worth while 
to work out the figures for Germany’s trade with our possessions, 
and subtract them from the German figures in order to make a 
fair comparison, the rate of progress would be much greater, 
because the trade of Germany with our Colonies has, of course, 
increased considerably in the interval. Apart from the Colonial 
preferences, no great matter in this connection, she trades with 
our Dominions on the same terms as ourselves, and she even 
exports to some of them—British West Africa, for example— 
more largely than to her own adjacent territories. 

The continuous trend of German exports to European and 
away from overseas trade may be further illustrated by the fol- 
lowing percentage figures, compiled from the tables given in 
the Statistisches Jahrbuch for 1914 :— 


SpreciAL Exports (per cent. of total). 


1910. 1911. 1912. 1913. 

To United Kingdom... ... 14:7 14:0 13-0 14-2 
» “A” countries ... ... 45-2 45-2 46-3 46:4 
» “B” eountrics .... ... 13-7 14-1 14-5 14-4 
Other countries! | 96.4 26-7 26-2 25-0 


»? (non-European) 


100-0 100-0 100-0 100-0 
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Thus, while the percentage of exports to the United Kingdom 
has remained nearly stationary, the proportion of exports to 
European countries has increased, while that to the overseas 
countries has declined in relation to the whole. 

On the whole, the figures we have now passed in review are 
by no means discouraging, and it must be remembered that 
they reveal nothing of the quality of the trades compared. 
British commerce, it may safely be assumed, is always carried 
on with a view to more or less immediate profit. There is reason 
to suspect, on the other hand, that much German trade has been 
merely the seed-corn of a speculative harvest, destined, it may 
be hoped, never to mature. But taking the figures at their face 
value, the result would seem to be to dispel exaggerated notions 
of German competition. Great as German progress has been 
in the past, British progress has been greater. There is 
unquestionably much room for improvement; for better organi- 
sation, for more businesslike methods, for a larger appreciation 
and a more liberal endowment of research; but the vision of an 
all-conquering Germany has not been true in the past, and 


assuredly should be even less possible in the future. 
H. H. O’FarReELL 
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THE MEAT PROBLEM IN GERMANY. 


THE record of German official activities in connection with the 
meat question adds to the record of corn and potato developments 
a further example of the existing tug-of-war between town and 
country, between consumer and producer, over the question of 
how far and in what manner shall prices and sales be subject to 
official regulation. In the case of meat, however, the general 
conservative and agrarian demand for regulation by organisation 
of producers, as an alternative to price limitation and sumptuary 
orders, has not only taken definite shape, but has been put into 
actual practice—at least, as far as Prussia is concerned. 

Now the meat question is one of the most complex aspects of 
the German food problem. In the first place it is not merely a 
meat problem, but a fat problem, and indirectly, therefore, a 
butter problem. In the second place, it is, of course, funda- 
mentally a fodder problem, and, therefore, indirectly a corn and 
potato problem. As a fodder problem we meet it in the early 
months of 1915, the days of the first spring potato famine, when 
the ranks of the “potato devourers”’ were reduced, according to 
official estimate, from over 25 mil. to 16} mil. head of swine. It 
was then that the movement took place which has since been 
described as panic slaughtering, and which, as events in the 
potato market show, was a consistent part of that record of mis- 
calculation and indecision which marks the official attempt to 
secure potatoes. And in reply to the obvious question, What 
became of the corpses of these slaughtered millions? one has but 
to refer to the contemporary mushroom growth of meat-preserving 
factories and to the numerous advertisements during the follow- 
ing summer, offering decayed sausage meat at low prices for 
foddering purposes, to realise that large numbers of capitalists 
were taking advantage of the situation to adapt themselves to a 
new and lucrative branch of industry. It was some time, how- 
ever, before the “potato devourer” was fully supplanted by the 
sausage-maker, as the villain of the German food comedy. A 
considerable proportion of this early spring slaughtering was 
brought about by the vigorous response of local authorities 
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throughout Germany to an Imperial order of January 25th, which 
called upon them to safeguard the food supply of their inhabitants 
by the accumulation of stocks of preserved meat goods. It was, 
however, an open secret that this order was inspired by considera- 
tions of fodder economy rather than by solicitude for the imme- 
diate food requirements of the population. 

In considering subsequent developments of the meat problem, 
it must be remembered, in the first place, that owing to notorious 
German habits of consumption the meat question is in the main 
a pork question; that, in the second place, whether or no there 
was any scarcity of home-grown potatoes, there was, very plainly, 
a large deficit of imported fodder, corn, and cattle food, which 
caused considerable anxiety to stock-breeders, and which in the 
spring of 1915 induced the Government to carry through a com- 
plicated and very complete scheme for the centralisation and 
regulation of the whole fodder trade. Small wonder, therefore, 
that in the steady and alarming general price increase which 
gave rise to so much discussion and legislation during the summer 
of 1915, meat took a prominent place, and that among the various 
kinds of meat pork claimed the lion’s share of attention. 

With the autumn of 1915 begins the maximum pig price farce 
which provides one more illustration of the very simple and direct 
results of this particular form of State interference. Throughout 
September we can trace a general chorus of complaint with 
regard to the increase of meat prices. During October this 
complaint was accompanied by a series of those shop and market 
scenes which are apt to reach this country in the form of street 
riots. In the middle of October, for instance, the sale of meat 
by the municipality to the Berlin populace gave rise to the most 
disconcerting crowding and scuffling, torn clothes, police inter- 
ference, not to mention night-long waits outside closed market 
halls, followed by the dismissal of weary and empty-handed 
Hausfrauen. 

To such events Press and public responded with the usual 
insistent cry for maximum prices, a cry which survived the very 
superficial and half-hearted action of the Government on October 
28th, when the well-known “meatless days” were prescribed, 
and culminated on November 4th in the desired measure, duly 
formulated on the approved lines of combined Imperial and local 
rates. The new measure, which applied to pigs only, defined a 
scale of rates per zentner live weight, graduated according to 
price zone and the total weight of the live pig. Further clauses of 
the order required local authorities to fix maximum prices for 
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pork, fat, and sausage goods, and prescribed an upper limit for 
their determination. As regards the actual rates fixed, the statu- 
tory prices showed a general reduction of from 30 to 35 per cent., 
as compared with the free market prices ruling during October. 

This measure may be regarded as the first official attempt, 
apart from the “meatless days” and the indirect operations of 
January to February, 1915, to deal with the meat question on a 
national scale. It must be remembered, however, that its import- 
ance is considerably dwarfed by the fact that it forms part of that 
flood of maximum price legislation which is recorded during the 
autumn of 1915, and which provides such a curious contrast to 
Herr Delbriick’s statement on the subject during the August 
Reichstag debates, in the course of which that Minister explained 
that maximum prices by themselves were an ineffectual weapon, 
and that, when strictly enforced, they did not regulate, but rather 
disorganised, the market. 

As regards the immediate effects of this particular maximum 
price measure, an instructive picture is presented by the statistics 
of the Berlin central stock market, held on Wednesday and 
Saturday of each week. The normal pig supply on these days 
is estimated by the Berliner Tageblatt of November 16th at from 
10 to 12 million head. During November, 1915, the following 
figures are recorded :— 


November 3rd ... ... 11,190 November 17th ... ... 3,854 
ae Cth ... .. 144 - 20th. ... ... 4623 
> 10th ... ... 8162 me: 24th... «. “Ques 
- BRU caer ss 2,528 a Sith ..:. .«. BS AtT 


And this movement was not peculiar to Berlin; the Cologne 
market statistics show a similar development; in fact, as the 
Kélnische Zeitung of November 16th points out, “our farmers 
are now withholding pigs as they withheld potatoes.” 

A closer examination of the results of this order, however, 
shows that, apart from the general and recognised tendency of 
sellers to withhold their goods in the face of official price regula- 
tion, special causes were at work, the result of specific faults in 
the order itself, which were responsible for some part of the general 
stoppage in the pork trade which followed its publication. 

In the first place, so vague was its actual phraseology that 
from the very outset disputes arose as to which party was entitled 
to claim the maximum prescribed price. Stock-dealers main- 
tained that these rates related to the sale of swine for slaughter 
in the stock market. Farmers, on the other hand, claimed that 
they referred to the original purchase of beasts in the farmyard 
itself. Where farmers stood out for the maximum price, it was 
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naturally impossible for a dealer to purchase pigs at the farmyard, 
bear the cost of their transport to the stock market, and make a 
profit on their resale at the statutory rates. This alone resulted 
in a considerable dislocation of business, nor does the Govern- 
ment appear to have made any attempts during the subsequent 
three months to solve the misunderstanding. 

In the second place, as regards the establishment of local 
retail prices, the usual dislocations appear to have arisen as a 
result of the lack of uniformity among the bodies concerned. In 
Cologne, for example, the Vorwdrts of January 8th reports that 
a scale of local retail pork prices had resulted in the depletion of 
the markets. Meanwhile, in Berlin, throughout the months of 
December, January, and February, the municipal authorities 
were subject to a chorus of complaint from “ Delicatessen” sellers 
and grocers to the effect that the high level of the Berlin sausage 
prices prevented goods from reaching the Berlin market, in view 
of the fact that large numbers of towns had not yet established 
similar rates. 

But the most important result of faulty price adjustment is 
connected with the meat preservation question. The sausage 
prices may have been too low to suit the convenience of the 
sellers thereof; they were, nevertheless, high enough to put a 
distinct premium upon the manufacture of meat preserves, more 
particularly since such goods offered the possibility of storage for 
speculative purposes, in preparation for the future statutory price 
increase which experience has taught German producers to regard 
as the reward of arbitrary withholding. Thus it was that a 
considerable proportion of the above-mentioned depleted market 
supplies disappeared into the meat-preserving factories—some 
800-1,000 in a single market day, according to the Berliner 
Tageblatt of December 11th—while growing public discontent is 
recorded in connection with the impossibility of obtaining fresh 
pork at the maximum prices. 

Beyond the three sources of business dislocation recorded 
above, the usual forms of illegal evasion are recorded, such, for 
example, as weight manipulation, the addition of bones, presents 
by stock-dealers to the children of farmers, incidental fees, 
together with frank, unashamed excess demands by dealers to 
butchers, who dared not prosecute for fear of cutting themselves 
off from future supplies. 

And behind these developments there appears to have been 
comparatively little actual scarcity. The official census of 
December, 1915, records a total stock of over 20 mil. pigs, as 
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. compared with 16} mil. recorded during the preceding April, 
though, no doubt, as far as fat is concerned, fodder difficulties 
were making themselves felt in the quality of the pigs offered 
for slaughter. 

By the beginning of February conditions had become so 
uncomfortable—to use a mild expression—for the urban consum- 
ing classes that the Government thought fit to take further action, 
and two new measures are recorded. On February Ist an order 
was issued prescribing a drastic limitation of the meat-preserving 
industry, certain forms being prohibited altogether, and the manu- 
facture of sausages limited to one-third part by weight of each 
pig slaughtered. On February 15th the maximum price order 
was overhauled, with the ostensible object of deciding the vexed 
question of farmyard or market prices. Decision was given in 
favour of the farmer, and the readjustment carried out in such a 
way as to achieve a considerable advance on the existing 
maximum rates. 

The terms of these two orders are curiously characteristic of 
the Government’s attitude to the various classes involved. The 
speculative manufacturer offends the public interest by inter- 
cepting fresh pork on its way to the consumer; he is duly frus- 
trated by a measure which results, according to the statement of 
a Berlin master-butcher, in the closing of a number of factories 
and the displacement of some 800-1,000 employees. The farmer 
offends the public interest by withholding his supplies, and he is 
met by gentle persuasion and capitulation in the form of increased 
maximum prices. How he will respond to such persuasion 
remains to be seen; but the following statistics of pig supplies 
in the Berlin market during the month of February suggest that 
he is determined to guard his pigs as jealously as he guards his 
potatoes :— 


February 2nd ... ... 3,800 February 12th ... ... 3,537 
99 5th ... ... 4,100 + 16th ... ... 2,442 
‘ Sth ... .,. 35700 ss “80th... .c: 22 


By the end of January, however, there were signs that official 
circles had abandoned any real hope, if they ever possessed it, of 
dealing with the meat question on the old lines of price regulation 
and sumptuary orders; and during the early months of 1916 a 
scheme was introduced throughout Prussia for the compulsory 
syndication of the entire live-stock trade in the hands of pro- 
vincial organisations of the traders concerned. These organisa- 
tions are, in effect, semi-public bodies under official direction, in 
which the consumer as such reserves a nominal representation. 
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They constitute the first concrete expression of the old conserva- 
tive ideal of food control on the lines of organised production. 
Moreover, as regards the immediate problem with which they 
are faced they offer a practical solution of the meat-preserving 
question, since, their membership being legally defined and 
invested with a monopoly of the entire stock trade of the 
province, it will be possible for the syndicate to exclude from 
trade any class, such, for example, as buyers on behalf of meat- 
preserving factories, which it considers undesirable in the public 
interest. 

How far these organisations will effect any solution of the 
existing meat difficulty, how far they will inspire the trust of 
the consuming public, how far they will serve as a model for the 
rest of Germany, and how far they will be manipulated by the 
Prussian bureaucracy in the agrarian interest, are questions which 
will afford an interesting field of observation during the coming 


summer months. 
Mary STocKs 








WAR AND WAGES IN THE IRON, COAL AND STEEL 
° INDUSTRIES. 


MopDERN war brings about the reductio ad absurdum of the 
routine of peaceful life. The efforts to preserve “normal con- 
ditions” may be praiseworthy indeed, but may be stultified by the 
strains and stresses to which the familiar fabric of life is subjected. 
The whole nation is thrust violently into new and strange surround- 
ings in which the usual functions of its component parts may 
either cease entirely, or with difficulty continue, or, again, achieve 
an unknown exuberance of development. In the industrial world 
this shock has come in the guise of a sudden and insatiable demand 
for products for which there had previously been little call. The 
result has been the creation of a great new industry, in the building 
up of which many materials have been used which formed a part 
of the old industrial system; and any examination of this new 
industry reveals much that is ostentatiously familiar among much 
that is obtrusively new. 

The first impulse to increased economic activity would naturally 
be felt in trades and industries designed for the specific production 
of materials of war; and from them the shock would radiate out- 
wards through other industries standing in relation to them, either 
directly, as ministering to their needs, or indirectly, as possessing 
analogous capacities. The armament industry in England was, 
industrially, highly specialised. The ordinary demand for war- 
like material was small, the market very restricted, and the induce- 
ments to enter the trade were not great. Indeed, the real 
economic strength of the great armament firms lay rather in their 
potential ability to meet certain given conditions. The products 
of such industry demand a high quality of material and accuracy 
and skill of manufacture, but the smallness of the demand rendered 
these occupations intermittent in character. As a result, the rate 
of wages paid must, in normal times, be high in order to ensure 
the retention in the industry of men of sufficient skill and experi- 
ence, and to compensate them for unoccupied time. Piece-rates 
were always high and were kept up by the policy of the labour 
organisations which restricted the output per man in order to 
avoid reduction in rates, and also demanded the employment of 
fully skilled men on what was really simple repetition work. The 
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whole of what is now termed munitions work was thus in the hands 
of a relatively small body of highly skilled men who formed a close 
corporation in receipt of wages determined by the degree of skill 
demanded by Trade Union policy, and by the intermittent nature 
of the occupation. When it became obvious that the existing 
resources of the country could not deal with the demand for 
munitions of war, adaptation of capital and of labour was urgently 
necessary. There were newcomers in the armament industry, 
both on the side of the employers and of the workmen. For new 
occupations new rates of wages had to be fixed, and in fixing any 
particular rate the strongest of all forces is precedent which has 
the compelling power of a tradition. An established rate is a 
consecrated standard of value, independent of time, place, or 
circumstances. Increase only is possible; decrease is anathema. 
Hence, in the early period of the effort towards increased produc- 
tion, new labour demanded and gained the existing rates, and new 
employers often used as their guide in negotiations with their men 
the scheduled rates paid in the old armament firms. In ordinary 
times the creation of a new or the sudden development of an old 
industry can draw upon the floating residuum of labour in the 
industrial world. In 1914 and early 1915 the withdrawal of men 
from civil life had destroyed this reserve, and this shortage of 
labour prevented any attempt to bring rates of wages into accord 
with changed conditions. It was the work of the Ministry of 
Munitions to bring into the munitions industry a better subdivision 
of labour and the establishment of more reasonable rates of 
remuneration. Where piece-rates are very high, the ordinary 
assumption is that the output per man must be correspondingly 
low, and this legend was fostered by the ‘‘ca’ canny” policy. The 
speeding up of production revealed the possibilities of greatly 
increasing the output per man, and at the same time showed that 
the economic effects of a sudden increase in total earnings are 
temporarily, at least, thoroughly bad. Time is necessary before 
the standard of life becomes adjusted to the new earnings; and 
time was precisely the commodity which was most precious. In 
many cases the result of the increased production of war materials 
was that a man earned in three days more than he had previously 
earned in six, simply because he turned out more or different 
work ; and, having attained a certain financial standard, he could 
see no reasonable necessity for working more than those three 
days. ‘This is the point where the wages system really breaks 
down when applied to war conditions. The only bond between 
the workman and his work is the regrettable necessity of earning a 


living. It is not the workman or the employer who is to blame 
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for that. It is the nemesis of system of ideals based on profit 
rather than on service. 

The case is very different with men who work, whether upon 
datal or piece-work rates, in occupations of such a character that 
any sudden and great increase in output per man is a physical 
impossibility, or, again, where war conditions have really involved 
a diminutien in his working capacity. It is very difficult to weigh 
the effect upon the remuneration of labour in what may be termed 
the secondary munitions industries, whose products have no such 
individualistic forms as those of trades occupied in turning out 
the finished article. A bar of iron may become the core of a 
concrete block or a hand grenade, but its ultimate destination does 
not affect the wages of the maker of the bar, and it is in such 
industries that we can assess with greater sureness the real or 
apparent rise or fall in wages which has resulted from the war 
conditions, and it is these which I propose mainly to treat. 

The figures which follow will give the relative standard of 
remuneration in iron, coal, and steel industries based upon the 
actual average wages per man during the periods stated. The 
division of periods demands some preliminary explanation. The 
period from January, 1913, to July, 1914, may be taken as repre- 
senting the fluctuations of a fairly normal period of industry. 
From August, 1914, up to the middle of May, 1915, the condition 
of what I have called the secondary munitions industries was 
thoroughly chaotic—the grating and grinding of the old mechanism 
adapting itself to new work. From July, 1915, to the present 
day the new industrial machine has, as it were, run itself in. 
Working is smoother and fluctuations less owing to the operation 
of forces, partly natural and partly artificial, which will be dealt 
with in their proper places. 

].—TaBLE oF INDICES OF COMPARATIVE REMUNERATION IN COAL 


INDUSTRY. 
Period A. Period B. Period C. 

Jan. 1913... 16-36 Aug. 1914 ... 15-54 May 1915 ... 20-21 
BOD. 55 «oo Beete Sept. ,,  ... 15:39 June , ... 19-78 
Mar. ,, «. 16-94 Oct. re «ss «=| GG July _,, so «6a 
April _,, oo. 16-75 Nov. ,, .. 16-64 Aug. 5, .. 19-6 
May ,, sow |§=—d SO Dec. ,, -- 16-51 Sept. ,, ooo §6©=— 20k 
June ,, eee «6G Jan. 1915 ... 16-76 Get. + son OT 
July ,, os «6 OS Feb. __,, ose ~— «18-35 Nov. > eee 20°67 
Aug. 5 Pree ol Mar. _,, sco = BS Dec. _,, eee §©=62-74 
Sept. ,, ois ae April _,, ose (EG 
Oct. , “+ aes 
Nov. ,, sos, RDO 
Dee; ; cs EBT 
Jan. 1914... 16-73 
Feb. _,, rm 
Mar. ,, sos §«=— BO 
April _,, --- 16-58 
May ,, soe §6=— BET-GB 


June ., «ss =—1 6-85 
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IT.—In ITRon ORE MINING. 


Period A. Period B. Period C. 

Jan. 1913 ... 15-15 Aug. 1914 ... 15-76 May 1915 ... 18-43 
Fer. + « 16-41 Sept. _,, oes 28-22 June ,, coe §=—d 
Mar. ,, ««s §6©=W BB Oct. ,, os «=9ETED July _,, «oe §«=—20-21 
April _,, -- 16-91 Now. » -- 16-96 Aug. 5; ... 19-93 
May ,, oe | SE Dec. ,, sce «= RESSE Sept. ,, ... 19-97 
June ,, eo. Lele Jan. 1915 ... 16-87 Oct. ,, oo. ©6©—©280- 255 
ody ,, ows FRES Feb. ,, oes. eal Nov. ,, ..- 18-58 
os oe .- 17-64 Mar. ,, ose, Leck’ Dec. ,, «ss © RES 
Sept. ,,  ... 17-75 April ,, ... 18-43 

Oct. pe: ee §©=«.: 1: 8-4 

Nov. ,, eee §6=— 4-08 

Dec. ,, -- 16-95 

Jan. 1914 ... 15-48 

Feb. ..- 16-63 

Mar. _,, -. 15-59 

April ,, we. «=—.1 4-95 

May ,, ..- 15-06 

June ,, cvs RES 

OHly 45 +0 IG47 

II].—In IRON AND STEEL INDUSTRY. 
Period A. Period B. Period C. 

Jan. 1913 ... 18-34 Aug. 1914 ... 18-47 May 1915 ... 22-95 
BOD. 55 «  I89 Bente. ss: «. Pi-7 June ,, ... 20-95 
Mar. ,, a. Fee Oct. ,, ..- 19-84 July ,, ... 24-78 
April ,, ... 18-45 INGV. 45 «x2 2047 Aug. , «. 23-18 
May ,, .. 18-83 Dec. ,, «.. 20-53 Sept. ,, ... 24-47 
June ,, ..- 19-02 Jan. 1915 ... 20-34 Oct. ,, w. 24-84 
July _,, ... 19-49 Feb. _,, ..- 19-08 Nov. ,, oe ©6514 
Aug. ss ... 18-961 Mar. ,, ... 24-56 Ree & 5, .-. 24-67 
Sept. ,, «ws Gece April ,, cox  otee 

Oct. “ -- 18-54 

Nov. ,, w= 19-45 

Dec. ,, ... 18-84 

Jan. 1914... 17-25 

Feb. ,, --- 18-70 

Mar. ,, os OT 

April ,, eee §6=—1 8-23 

May ,, .. 18-95 

June ,, wow Leek 

July _,, ic ‘Ree 


These figures, it is readily seen, show that the general trend 
of the earned wages per man is upwards, although the increases 
cannot be called really startling, and almost all can be accounted 
for in quite a natural way. 

The chief factor governing wages earned in the industries 
mentioned is the selling price of their products. In nearly every 
case there is a fixed base rate, whether of piece or time work, 
which varies with the rise or fall of prices. In effect it is the 
market which governs the fluctuation of wages. The first effect 
of the war was to knock to pieces the accustomed markets, and 
this dislocation of commerce is reflected in the earnings of the 
men, although it was but temporary. Heavy enlistments brought 
No. 102.—vo1, xXvI. N 
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about a great labour shortage, diminution of output coincided 
with a sudden demand, which promptly sent up prices. From 
January, 1915, the rise in the prices of coal, iron, and steel was 
fairly constant, but this rise in prices applied equally to foodstuffs 
and other necessaries of life, and the rise in wages was by no 
means correspondent to the rise in price of ordinary commodities 
of family consumption. Thus in May, 1915, by solid action on 
the part of the Miners’ Federation, a special advance of 15 per 
cent., irrespective of the sliding scale terms, was granted to all 
workmen who came under the rules of the Federation on the 
understanding that further advances should merge in this special 
bonus. The rise in prices continued as the demand for coal 
increased and output diminished, until this special advance was 
overtaken. The rise in wages in the case of mining industries 
is different in kind from that of the engineering trades now 
engaged upon munition work. There the output per man is vari- 
able, and by harder or more attentive work a man can earn far 
more than he has been accustomed to do. In the mining industry 
the amount which a man can produce varies relatively little, and, 
therefore, if he is to earn more, it must be by an alteration of the 
rate at which he is paid for his labour. Sliding scale agree- 
ments are based upon the general assumption that prices indicate 
with some approach to accuracy the profits which are being made 
in a particular industry. In normal times this is often a fairly 
true working hypothesis, but in times of stress the rise in prices 
is often due to the highly increased cost of production. The price 
of raw materials has a great bearing upon the selling price of any 
manufactured article, and, therefore, where a rise in price is due 
to rising costs, the hypothesis is false and the exploitation of 
national stress is as much on the side of the wage-earner as on 
that of the capitalist and owner. During twelve months of war 
the cost of raw materials in iron-making industries rose from 17 
per cent. to 25 per cent., and this increase was reflected in the 
prices. So far as there was no real increase in price, the conse- 
quent rise in wages therefore reacted as an increased charge 
against the cost of manufacture, and so the process went on in a 
kind of vicious circle. 

It might perhaps assist in the illustration of this point to give 
some cases of actual earnings of men who work under these sliding 
scale agreements, which, whatever their faults, are generally 
smooth and effective in preserving good relations between em- 
ployers and employed. These earnings are those over periods as 
nearly as possible correspondent to each other :— 
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(1) Week :— i. 2. 3. 4, 5. 6. 
Pre-war earnings £3 7 0£319 3 £41510 £3 8 8 £3 1 6£3 6 1 
Warearnings ... £5 0 9 £41810 £3 7 9 £4 1 3 £419 2 £3 10 11 

(2) 

Pre-war earnings £215 1 £218 0 £317 7 £214 6 £217 7 £215 O 
Warearnings ... £4 4 44318 3£312 6 £311 0£3 2 8 £312 6 

(3) 

Pre-war earnings £218 0 £2 010£2 9 2 £113 9 £119 6 £210 6 
War earnings ... £3 5 6 £216 14213 5£3 4 8 £311 2£2 3 2 


In effecting a comparison beween these earnings it is neces- 
sary to bear in mind several modifying factors. In many occupa- 
tions, as, for example, the workers on a blast or steel-melting 
furnace, or men employed in steel rolling mills, men are paid a 
rate based upon a sliding scale with a bonus of so much per ton on 
all or some portion of the output of the plant; and in estimating 
the margin between pre-war and war earnings, it is necessary to 
appreciate the fact that a shortage of materials has often restricted 
output, and with it the amount of money earned by the workmen ; 
or, again, the quality of output demanded may be such that it is 
impossible to turn out large quantities, and this has operated to 
check increase in wages. 

Constant demand for products and a limited supply of 
labour ensure uninterrupted work for the workmen who will take 
it, and where there has been no alterations of rates of pay we 
find men earning wages much higher than before, because their 
time is more fully occupied, and the number of hours worked 
per week is higher. This point, in turn, may best be illustrated 
by the use of comparative figures. The men in this case were paid 
a fixed rate per hour. They were mechanics employed in repair 
and maintenance work :— 


(1) Week :— Le 2. 3. 4. 5. 6. 
Pre-war earnings a3 7 O£3 6 DES 4£€ 742 7 GSES EC T E212 4 
Warearnings ... £413 1 £4 2 8 £413 2 £418 4 £419 4 £317 3 

(2) 

Pre-war earnings £116 2 £2 1 6 £2 311 £119 1 £118 3 £1 13 10 
Warearnings ... £210 8 £212 9£310 8 £3 3 6£2 5 0£2 0 7 

(3) 

Pre-war earnings £3 4 3£2 2 74217 6 £3 13 10 £2 14 2 £2 8 9 
War earnings ... £317 8 £4 110£3 0 7£4 3 5 £31211 £4 7 8 
(4) 


Pre-war earnings £2 4 3£2 4 3£3 2 0 £21811 £2 4 7£216 8 
Warearnings ... £4 7 1£5 910£3 18 2 £4 410 £4 010 £4 5 4 


In all these cases the increase is due to an actual addition to 
the time worked, and the later figures in most cases give the rea] 
test of the earning capacity of the man. 

Ail the classes of labour with whom we have dealt possess a 
certain elasticity of earning opportunity which is denied to those 
employed in incidental occupations, who are paid a fixed wage 
per day with no sliding scale and no opportunity of increasing 
their remuneration by more intense application. They form a 

N 2 
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very large proportion of the wage-earners, and probably are the 
least considered of all. The increase of wages does not affect their 
occupations, but the upward trend of remuneration in other depart- 
ments of labour has effected a change in the personnel of these 
fixed-wage occupations. As labour in higher-paid occupations 
became more- and more scarce, the fixed-wage men were trans- 
ferred to other occupations and their places taken by lads or old 
men as far as possible. Thus, while the class as such has received 
no general advance in wages, yet the majority of individuals who 
composed the class previous to the war have benefited by trans- 
ference to other occupations, and youths who came to fill the 
vacant places were paid the wages which the men had received, 
on the principle that a certain minimum pay is attached to each 
occupation, and no one, be he boy or man, must receive less. It 
has not been possible to trace concrete cases with sufficient 
accuracy or in sufficient numbers to attempt a typical evaluation 
of the influence of war conditions, and the examples which I quote 
are only given as individual instances of what has taken place. 
Men were transferred from ordinary labourers’ work and set to 
the use of some simple pneumatic tools. Their previous rate of 
wages had been from 4s. to 5s. 6d. per shift, or an average weekly 
wage of 22s. to 30s. In their new occupation their wages ranged 
from £2 17s. 6d. to £5 5s. Such instances, though probably 
numerous in the aggregate, defy reduction to type, because of the 
unstable character of the personnel of these occupations. 

As a contrast to the lot of the fixed-wage earner, whose increase 
of earnings depends upon some more or less inadequate ‘“‘ war 
bonus,” whose occupation is hardly definite enough to win any 
solidarity of action, the classes most fortunate in the elasticity of 
its earning powers and most blessed by war conditions are the 
number whose earnings depend on sheer magnitude of output. 
To this category belong many workers on steel-producing plants 
which are now working to the very fullest of their capacity. The 
following figures will give some indication of the effect of war 
conditions upon their earnings :— 


(1) Week :— 1. 2. 3. 4. 5. 6. 
Pre-war earnings £6 9 6 £713 8 £8 3 8 £612 6 £613 3 £8 4 6 
War earnings ... 11 11014 0 412 7101019 2 912 71112 2 

(2) 

Pre-war earnings £318 3 £319 10 £312 1£4 9 6£3 9 6 £4 5 38 
Warearnings ... £516 3 £513 1 £412 7 £51110£317 3 £410 7 


This class, generally speaking, consists of men of great practical 
skill and knowledge, among whom absenteeism is very rare, and 
their high remuneration, as compared with pre-war conditions, is 
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a tribute to their steady attention to work, an accident of a system 
which they did not make. 

After this sketch of the pressure of war conditions in the 
direction of increased wages, it may perhaps be well to consider 
some of the factors which have a restrictive influence. Mention 
has already been made of the fact that a change in the quality of 
output may operate to decrease the wages paid in the occupations 
connected with the particular industry. Materials of war demand 
a very high standard of quality in order that they may the more 
efficiently deal death or support life. Where wages depend on 
quantity, the factor of quality exercises a very disturbing influ- 
ence. It is impossible to turn out the same bulk of high-grade 
material, and thus in certain of the occupations which have been 
glanced at the rises in remuneration have been less than they 
might have been. 

Another factor of great importance in the restriction of heavy 
increase in wages is the regulation of prices. Maxima have been 
fixed for the greater number of the iron and steel products of the 
country, and there is no doubt that without them there would have 
been no limitation of prices, and, therefore, no limit to the wages 
which could have become due under sliding scale agreements. 
Many such agreements contain a clause providing for a maximum 
percentage rise above the base rates, but it is more than doubtful 
whether a rise in prices out of all proportion to the maximum 
percentage rate would not have promptly brought about the 
denunciation of the limiting clauses of the agreement. By a 
reference to the index tables which are given in a previous page 
it will be possible to trace the levelling effect of the regulation of 
prices. For example, in Table II. we find a very sudden rise in 
July, 1915, which continues until October, 1915. The wages in 
this table depend upon the ascertained selling price of pig-iron, 
and the sudden fall in November, 1915, illustrates the operation 
of a maximum price which was much below the prices obtainable 
previous to the regulating ordinances. Similarly, in Table III. 
it will be seen that the fluctuations subsequent to August, 1915, 
when the principle of regulation of prices had been adopted in 
practical fashion, are far less violent than at any other period. 

The amount of wages now being paid in the primary and 
secondary munitions industries is, for obvious reasons, scarcely 
possible of assessment, but there is no doubt that the total sum 
is far greater than was ever paid before. This does not mean that 
every man in those industries is receiving a correspondingly high 
rate of pay. Abnormally large earnings are, on the whole, the 
exception rather than the rule, although, as has been shown, the 
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general level of wages has risen considerably with the changed 
conditions. It is by reason of the changed nature of manufactured 
products that the opportunity exists for large total earnings. In 
the production of munitions the amount of work which is put into 
an article before it reaches its final form is far greater than the 
labour expended upon an ordinary article of commerce. Steel 
which formerly assumed final shape as a railway rail now passes 
through a multiplicity of processes in order to become an ex- 
quisitely finished shell. Each of these modifications involves a 
certain labour cost. There may be now twenty processes instead 
of four before the finished article is reached, and thus very natu- 
rally with the multiplication of manufacturing processes we have 
a multiplication of the wages bill. 

In endeavouring to trace the action and reaction of war condi- 
tions upon industries vitally affected, general conclusions have been 
avoided. Few general statements on so complex a subject as the 
wage system and its workings could possibly be true outside a 
very limited area. One feature is, however, very noticeable. The 
highest wages, actual or possible, resulting from war conditions 
are found in those industries in which the workers are most 
thoroughly organised. The effect of Trade Union activity has been 
to ensure to the wage system a flexibility which it could not other- 
wise possess. The gulf between organised and unorganised labour 
has been widened by the operation of the extraordinary conditions. 
Organised labour has found means to expand its wages to corre- 
spond with or even to overpass the increase in the cost of living 
or the decline in the purchasing power of money. The demand of 
organised labour is that the worker shall maintain a relation equal 
to that which he has in normal times; and this is only possible 
by an increase in earnings, and in some cases there is a deliberate 
effort to use the needs of the time to win concessions hitherto 
withheld, or to establish new and higher rates of pay. The main- 
tenance of the wage system in the munitions industries involves 
grave injustices. The vagaries of its working are plain enough. 
It is as if we had an army in which each soldier received the wages 
which he customarily earned in civil life. In any case, its effect 
is bad. High wages during this great war create a false sense of 
prosperity and security ; moderate wages blind a man to the fact 
that the country is really fighting for its life, that it is not his life, 
but that which he can contribute to the country’s service which 
really counts; while low and inelastic wages breed misery and 
discontent. A reduction, indeed, to the absurd if it were not so 
tragic. 


S. W. Rawson 











THE POSITION OF THE WOMAN WORKER AFTER 
THE WAR. 


The New Position.—The present article is not intended so 
much as a forecast of the future, for which, indeed, the writer 
professes no capacity, as an indication of the forces making for 
new and more rapid developments of the woman worker’s position, 
and of certain other forces which tend in the opposite or conserva- 
tive direction. It is not difficult, with some care and attention, 
to see what are the main tendencies that govern our social life ; 
the difficulty of prophecy lies in the fact that with our limited 
knowledge we cannot measure the relative strength of those ten- 
dencies, nor can we, of course, allow for the new disturbing factors 
that may occur. But it is possible to show the direction of some 
of these tendencies, as exemplified in the industrial life of women 
to-day. 

The war has perturbed the economic position of women very 
violently and sometimes in contrary directions. The first phase 
was the throwing out of work of vast numbers of women employed 
in making the comforts and luxuries of everyday life in peace 
time, especially the comforts and luxuries supplied to the more 
favoured classes. Also the women employed in industry for the 
export trade suffered heavily through the closing of enemy markets 
and other causes. This phase of the war is to a great extent a 
thing of the past. It may also be a thing of the future. No doubt 
even at present some women, the older and less adaptable and 
those possessed only of some highly specialised types of skill, are 
still suffering from unemployment, and unemployment of this 
kind is apt not to be adequately measured by statistics, for the 
reason that the unemployed do not register at Labour Exchanges, 
and therefore do not get counted at all. But for the present this 
suffering is probably not very severe. 

A secondary effect of the war was the immense demand for 
women’s labour occasioned by the rapid extension of the armament 
and equipment industries, combined with a parallel depletion of 
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the supply of male labour, to satisfy the needs of Army, Navy, 
munition making, and engineering. Thus the demand for women 
workers has increased on two distinct lines :—(a) the industrial 
processes on which they were already employed in many indus- 
tries, such as woollen and worsted, Army clothing, leather work, 
munitions, &c:, suddenly required many more workers than before ; 
(b) industrial processes and certain occupations in which women 
were not previously employed, or not to any considerable extent, 
lost many of their male workers, and the women have been put 
into the vacant places, either directly, by training them to do 
work previously done by men, or indirectly by a rearrangement 
of process, increased subdivision or lighter machinery, adapting 
the work to be done by women. It is at present somewhat difficult 
to estimate the extent to which women’s employment has in- 
creased, and considering the importance of the subject it is to 
be hoped the Board of Trade will ere long give us further informa- 
tion in continuance of the reports on employment issued in the 
earlier months of war. The principal Lady Inspector of Factories 
estimates the increase of women employed in industry at 100,000 ; 
and as her report for 1914, having been considerably delayed in 
publication, may be assumed to have been completed early in 
1915, the increase up to date, therefore, can hardly be less than 
250,000, or perhaps 300,000. If transport and commercial work 
were included it might be much greater still. 

That it has been considerable is now a matter of common 
knowledge and observation. In engineering works, although the 
unwillingness of some employers to train women, and unfortun- 
ately also the objection of trade unionists to admit them, have 
limited the employment of women, yet in certain works where 
conditions have been more favourable women have been most 
successfully introduced and have astonished observers by their 
capacity for new and unaccustomed work. In other directions, 
such as retail shop and transport work, women have been intro- 
duced to posts which it is somewhat surprising they have never 
filled before, such as ticket selling and collecting, and lift attend- 
ing. Service behind the counter has been considerably extended. 
The banks have admitted women clerks, and other commercial 
and financial undertakings have extended their employment.! 

Conflicting Forces.—The increased opportunity in industrial 
and commercial work which has been demanded for women with 
growing urgency for half a century is now an accomplished fact, 


1 For a more detailed account of the extension of women’s employment in 
war time, see Report on Outlets for Labour after the War, British Association, 
1915. 
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and the question becomes of great interest whether this develop- 
ment is likely to be permanent. JI endeavour to represent the 
considerations which are urged for and against, as below :— 


Factors tending to promote (A) or restrict (B) the industrial employment 
of women after the war. 


(A. For.) (B. Against.) 
( I. Need for increased I. Destruction of capital and 
production. consequent restriction of 


employment. Temporary 
nature of war work. 
Causes affecting 


demand for { li. Death and disable- II. Return of some unknown 
women’s labour. ment of many proportion of men from 
/ male workers re- the war to ordinary em- 
sulting in a scar- ployment, resulting in 
city of labour, lessened demand for 
\ and in women, and in an 
(Ill. Restricted pro- III. Increased marriage rate: 
spect of marriage possibly an _ increased 
for women = birth-rate 
greater need to 
earn 
Causes affecting 
the supply. IV. Increased taxation IV. Married women leaving 
=decreased em- work after stress of war. 
ployment on 
luxuries = more 


women available 
for industry. 





\ 


Socio- ( V. Women desiring to V. Increased ssolicitude for 
psychological. retain the footing children. 
\ they have won. 


It will be seen that the tendencies counterbalance one another 
unless we can forecast on which side the forces working will be 
strongest, and we must therefore consider the state of things 
expressed in the table more closely. In the first place, on the A 
side, it does not take much reflection to see that the extension of 
women’s employment through the war is in harmony with the 
general trend of the industrial revolution, which for a century and 
a half has been calling women workers to wage-earning employ- 
ment outside the home. Tendencies have been intensified which 
were already in operation, but retarded by the conservatism of 
peace-time. Speaking broadly, the growth of capital and the use 
of labour-saving machinery tend to the displacement of the more 
by the less skilled worker within the industry. In the stress of a 
great emergency the sluice-gates of conservatism slowly opened 
and the flood of women rushed in to fill the void. 

So far the problem seems of a fairly simple nature ; there are, 
however, other considerations which serve to complicate it. In 
the first place, a great deal of the present expansion of the muni- 
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‘tions and equipment industries in the very nature of things must 
be temporary and not permanent. Even a strongly militarist 
nation such as Germany could not keep these industries on a war 
footing in peace time, and the present orgy of slaughter must 
perforce be followed by a period of recuperation to make up for 
the waste of national resources. Moreover, the destruction of 
capital in itself must tend to produce some shortage of employ- 
ment, if not immediately after the war, yet probably (judging by 
the analogy of the Franco-Prussian War) following it after a lapse 
of a few years, and although some persons no doubt have made 
large fortunes during the war, many others have lost heavily, 
whilst the weight of taxation will considerably restrict the spend- 
ing power of the upper classes and the bourgeoisie. This will 
restrict the employment of women in the traditional occupations 
which are largely bound up with a high standard of comfort in 
those classes. To these restrictive forces we add the consideration 
that, after all, although the number of male workers will be sadly 
diminished through death and disablement, still we hope two or 
three million of men will return to normal employment. They 
will, no doubt, endeavour by various more or less polite methods 
(of which we may hope marriage will be the chief) to oust the 
women from their temporary posts. 

If the forces affecting the demand for women’s labour after 
the war will not, as we have seen, pull all in the same direction, 
there will also be conflicting tendencies in regard to the supply. 
It is quite true that, as recently pointed out by the New Statesman, 
the women who marry and leave their industrial work form a 
reserve of labour which can be drawn upon in time of emergency. 
They have industrial experience, can return to their previous or 
other similar process, and probably be much more effective than 
the middie-class volunteer. It might be well worth while for 
manufacturers at the present juncture, as suggested by the New 
Statesman, to consult the convenience of married women by 
employing them for short shifts or half-time, so as to mitigate 
the strain of industrial and home work combined. But whether 
an extension of married women’s industrial employment is likely 
to continue after the war appears doubtful. 

We have a constantly falling birth-rate and an infant death- © 
rate which, though greatly reduced, still moves near 10 per cent., 
and has lately increased. We have also to face a terrible depletion 
of young men of the present generation. No problem can be more 
vital to us than the saving of infancy and young life. The lower 
birth-rate of our Ally, France, and of ourselves from many points 
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of view is no doubt a mark of a higher civilisation and a finer 
type of humanity, but the power of rapid recuperation will be 
relatively less with us than with the enemy, and it will be neces- 
sary to put our best thought into the preservation of the children 
who are born. Increased thought and care for children has been 
a notable feature of the present century. The child has become 
recognised as an object of importance to the community, and by 
some vague, half-understood process of conversion society has 
begun to feel that it owes a duty to the future, or, in other words, 
that it owes its own future existence to the child and the unborn. 
The growth of institutions such as municipal health visiting, 
school and infant clinics, infant consultations, and so forth means 
the formation of a body of opinion which becomes more and more 
articulate against child neglect. Besides the women teachers, we 
now have a large number of women who follow professions and 
occupations such as those of the school doctors, sanitary inspectors 
for a iarge part of their time, health visitors, doctors, and nurses 
who specialise in children in clinic work, &c., Care Committee 
organisers, and others with less well-defined posts, including a 
good many volunteers who give a large part of their time to the 
care of children. It may be said, it is said by some, that these 
officials and voluntary workers are doing the work the children’s 
mothers should themselves do, but this objection seems to have 
little justification. In point of fact, social work on behalf of 
children is not an effort to replace the parent; it is much more a 
new effort to do work that was previously not done at all. It does 
not supply the place of parental interest, but serves to supplement 
and guide that interest, give it a better definition, even perhaps in 
some cases to awake an interest that was previously dormant 
through ignorance and lack of stimulus. The medical adviser of 
school or clinic, as a matter of course, calls for the mother’s 
attendance, and will not be satisfied unless someone is responsible 
to give the necessary attention to Tommy’s ears or Polly’s chest, 
knowing well that otherwise the little invalids will not profit 
much either by advice or medicine. 

The recruiting of women for industry will no doubt go on 
briskly, but it will have to be limited by the needs of the rising 
generation, and improved care of children means more work ; it 
means more women taking up the subject as a life’s work and 
profession ; it will probably mean the introduction of new forms 
of municipal service, “home helps,” and so forth, to lessen the 
burden of housework on women at the times of having infants, 
and it will probably mean some kind of social provision to enable 
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‘mothers of young children to give up their industrial work for a 
time, so that the child should have proper care and attention. 
The system of granting allowances to soldiers’ wives relative to 
the number of children is one which may perhaps be followed in 
the case of widows and wives of men who are not physically 
capable of work, and all these forms of care for the child tend to 
lessen the economic pressure which is the main cause of married 
women’s employment. Solicitude for children will be emphasised 
from two directions, by those who regard life as sacred per se and 
look to see the development of humanitarian ideals in the future 
and the growth of nobler and finer forms of society than those 
which are at present engaged in the struggle for mutual destruc- 
tion; and also by those who sincerely believe in militarism and 
desire the growth of population to feed the great armies they 
hope will be maintained in the future. The childless wife and 
widow, when of suitable age, can be drawn on, but the main 
source from which female labour power will be recruited in the 
near future will thus probably be the young single woman; a 
source which will be augmented by restriction in the prospect 
of marriage. That she will retain her place in commercial work 
and in certain posts in transport work (such as booking clerks) 
there can be little doubt. Her place in industry will be opposed 
more warmly, and may occasion some of the most arduous battles 
of the future. 

Dilution of Labour.—The dilution of labour is regarded for 
the present as a national necessity, which perhaps it is. Some, 
however, foretell that the war will be followed by another period 
of great activity in production, and that the losses in men will 
cause dilution to be maintained in the engineering trade as a 
permanent arrangement. If so, the change cannot be viewed 
without grave anxiety. The progressive substitution of the less 
for the more skilled labour which has characterised the course 
of industrial evolution involves some of its most difficult problems.’ 
It is not merely a conflict of interest between the few and the 
many ; it is a conflict between different needs of the community 
itself. There is the need of quantitative production, the rapid 
turning out of large stocks of goods. This is always a need where 


1 The present tendency appears to be not so much for the substitution of 
the quite unskilled for the highly skilled, as for the replacement of large 
numbers, both of the highly skilled and unskilled, by large numbers of the 
semi-skilled, supervised by a very few highly selected workmen. See Cole, 
Labour in War-time, p. 283. The semi-skilled worker, aided by machines 
that take the place of the skilled worker, gives women an opening to replace 
men; it also makes it increasingly imperative that women should be organised, 
and, where possible, in one union with men, 
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large masses of population are in poverty ; and for special reasons 
at the present moment the need of rapid production and the accu- 
mulation of vast masses of material is imperative. No one, however, 
at this time of day will maintain that society could permanently 
satisfy itself on these lines. The need for craftsmanship, for a 
high order of skill, and for efficiency which is something more 
than the mere achievement of breathless speed, in work cannot 
be permanently ignored. The sharp separation of control from 
manual work, the arbitrary identification of the former with the 
ownership of machinery were the main features of the industrial 
revolution in its early stages. Such a system may be a very 
effective means of securing a vast and rapid output of material 
goods. But it breaks down all along the line where the higher 
needs of humanity are concerned, from the point of view of 
qualitative production, the maintenance of a high degree of 
manual skill, or, generally, the distinctively human and spiritual 
needs. 

The replacement of men by women also involves some conflict 
of interest. It is desirable for society as a whole that skilled 
craftsmanship should be maintained; it is also desirable that 
women should enjoy a wider and fuller opportunity than in the 
past. The needs of society cannot be satisfied when such a 
question is regarded from, and decided by, the point of view of 
profits alone, without representation of the groups whose interests 
are vitally concerned. Such expedients as dilution of labour, or 
scientific management, however useful when an increased produc- 
tion is the need of the moment, may easily be turned to the 
purpose of degrading skilled workers to the rank and wages of 
the unskilled, or of breaking organisation, or doing away with 
skilled craftsmanship. Suspicions of such purposes cannot be 
called groundless, remembering the industrial history of the past 
150 years. As with the industrial revolution a century ago, so 
with war conditions now, it is the manual workers who make 
their scarcely articulate appeal for the higher and more permanent 
ideals of workmanship. Such an appeal cannot have very much 
attention at a time like the present, but if the engineering trade 
is really likely to be transformed by dilution, the State will surely 
have to adopt measures for the deliberate fostering of the higher 
skilled crafts. The experience of recent years also suggests that 
the co-operation of workers, both men and women, in the control 
and direction of industry, is becoming more and more necessary. 
The institution of committees of management on which the 
workpeople are represented is not a merely Utopian one. Such 
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committees are at work in Switzerland, in connection with the 
Consumers’ Union (Verband Schweiz Consum Vereine), and 
they are consulted by, and advise the management of, the firm 
on questions relating to wages, conditions of work, and the 
internal organisation of the factories. A modified form of these 
Swiss Workshops’ Committees is being tried by Mr. Edward 
Cadbury at Bournville.’ 

Conclusion.--Some other considerations arise out of the fore- 
going attempt to set out the facts of a complex situation. The 
young girl has become a more important factor in the national 
economy, and her productive powers are heightened by the 
influence of feeling. Many have brothers or sweethearts at the 
Front; some have been made widows without even becoming 
wives. Thus the appeal of patriotism, which may or may not 
be of itself a clamant one, is translated into the intimate personal 
appeal of affection or bereavement. 

The experience of the months of war shows that it is not 
difficult to get working girls to endure considerable strain and 
make a tremendous effort at a time of national emergency. But 
the imperative needs of the present should not blind us to the 
equally exigent needs of the future. To use up the vitality of 
the young girl in factory and workshop is a suicidal policy. 
Factory rules and regulations have been largely suspended for the 
duration of the war, but it is to be hoped will be re-enforced at 
the earliest possible moment. The close economic relation between 
welfare of workers and efficiency in production has long been 
realised by the best employers, but a stimulus is needed for its 
general recognition and acceptance. Organisation of women 
workers and steady unremitting pressure by the inspecting 
authorities are vitally necessary to protect our young women at 
their work. They must be better paid and better nourished. 
The war has, however, certainly stimulated thought and care for 
the welfare of employees. The need of good food for industrial 
workers, for instance, has obtained fuller recognition in these later 
months of war than ever before, partly no doubt from a perception 
of the possible consequences of neglect. 

Another important consideration that emerges at the present 
time is the need for opening higher posts to women and giving 
them positions of greater responsibility. The appeal to the 
patriotism of women should not be coupled with the old cus- 
tomary policy of restricting them to the hard, dull, monotonous 
work that men do not want to do. They must be given a chance 


1 Labour Year Book, 1916, pp. 254-5. 
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of rising to the more dignified occupations and the posts of 
greater amenity and responsibility. Women are needed in the 
direction of industry. To such questions as those indicated above, 
the industrial employment of married women on short shifts, 
the dilution of labour, or the substitution of women for men, 
working women would bring a grasp of detail and a perception 
of the facts in their reaction on the family and the household 
which men, however able, do not always possess. In the factory, 
in the trade union, in the office, it will become more and more 
apparent that if women are to do their share of work to the best 
advantage they must also take their share in the planning, 
arrangement, and co-ordination of means to ends. 
B. L. HutcHins 








JAPAN’S FINANCIAL OPPORTUNITIES 


THE war has turned many things upside down and produced 
many situations which before its outbreak were undreamed of. 
The British Press is sensible of the advantages of having Japan 
as one of our Allies, and very rightly expresses satisfaction at the 
assistance which she has rendered in the Pacific. But what is 
by no means so widely realised is the fact that the war has com- 
pletely transformed the position of Japan in the matter of inter- 
national trade and finance, has transformed it in a way that Japan 
has long desired, and has struggled much to bring about. Ever 
since she entered the sphere of international trade Japan has 
fought hard to obtain what she considered an adequate gold 
reserve, and the war looks like making her a present of this 
greatly wished consummation. For, while her share in the actual 
military operations has been comparatively small, she is playing 
her part in supplying the allied nations with war materials and 
foodstuffs, and is increasing her output of general manufactured 
goods to an extent which, while small in comparison with the 
supplies coming from America, has been sufficient to alter com- 
pletely the former trend of the balance of trade. So Japan is 
exporting more than she is importing, and her gold reserve swells 
visibly every week. 

On December 31st, 1914, the total gold reserve of Japan was 
Y341,000,000; on December 31st, 1915, it was Y512,000,000 : 
these bare figures require a little explanation, afterwards to be 
given, before being accepted fully, but they indicate sufficiently 
that something is happening. 

The financiers of Japan, political and commercial, would prob- 
ably repudiate the charge of being mercantilists, and their pro- 
fessors of political economy are rather fond of affecting a judicial 
attitude, half-way between mercantilism and that “obvious and 
simple system of natural liberty” dear to the heart of Adam 
Smith ; they like to say that “the former is not entirely bad, nor 
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the latter wholly good,” a most wise judgment, except that in 
practice we are for the most part compelled to adopt the one or 
the other, and may not choose both. 

Japan is far from having any such complicated and cumber- 
some system as that under which England laboured 150 years ago; 
but she has an import tariff of 647 items, by the manipulation of 
which it is sought to “discourage imports,” and to direct them 
in the way they should go; she pays many bounties, grants 
exemptions from taxes, and dispenses other favours with a view 
to increasing production and “encouraging exports’; and a 
“favourable balance of trade” is ari object of constant solicitude. 
And the avowed purpose of all these operations is to “increase 
the gold reserve of Japan.” Until the new tendency created by 
the war had set in, the public speeches of Finance Ministers and 
other financiers in high places turned mainly on the urgent need 
for doing something to increase the gold reserve. 

Japanese financiers can scarcely be said to have deliberately 
chosen this out of a number of optional policies; they doubtless 
feel—in their own minds, at least—that they have been driven 
to it by force of circumstances. It is well within living memory 
that Japan has been opened up to foreign trade, and a gold reserve 
is one of the many things which have had to be created—almost 
out of nothingness, so to speak—within that period. The struggle 
was a very arduous and perplexing one; among all the triumphs 
of the Japanese during the last fifty years, none, perhaps, is more 
remarkable than the long-continued and finally successful effort 
of Count Matsukata to establish the currency on a gold basis. 
When at last the thing was accomplished in 1897, by the aid of 
the Chinese indemnity, it seemed to the Japanese mere folly to 
regard what had been so hardly won as an object for “free trade,” 
to be doled out to all comers without let or hindrance. Accord- 
ingly, the import-checking, export-encouraging programme was 
developed, and while nominally Tokyo became an open market 
for gold, with the Bank of Japan notes fully convertible, yet the 
authorities exerted their influence against any gold exports on the 
part of private firms, much in the same way as the Reichsbank 
has been accustomed to do. What form the discouragement 
takes is not known to the general public, but in this land of 
subsidies, bounties, special exemptions, official encouragements, 
Government provision of cheap capital, semi-Government banks, 
and all the rest of it, it is not difficult to conceive of a score of 
methods by which it might be done. One, at any rate, of their 
devices is, that Japanese shipping lines, by order of the Govern- 

No. 102.—vo.L. xxvl. oO 








194 THE ECONOMIC JOURNAL [JUNE 


‘ment, charge a practically prohibitive rate on the outward ship- 
ment of gold, and it is an understood thing that the Government 
and the Bank of Japan are unwilling for private concerns to take 
upon themselves to export gold. There is no open prohibition 
upon export, of course, and the Government and the Bank have 
themselves been compelled to part with large amounts, but they 
like to keep the business in their own hands as far as possible. 

But what may originally have been regarded as a policy of 
necessity now seems to be loved and cherished for its own sake, 
and it must be avowed that the commercial and financial leaders of 
Japan have become devoted adherents of a policy which in essence 
is mercantilism. It is probably asking too much to suggest that 
Japan should withdraw from this path of State-aided and State- 
encouraged commerce and industry, when so many other nations 
continue to walk in it; and in these days especially, when in- 
creased economic pressure and the greatly enhanced national feel- 
ings excited by the war combine to promote and sanction these 
“positive” policies, it is like crying in the wilderness to raise a 
voice against them. But the student of economics, while recog- 
nising that such feelings are a natural product of the times, must 
still continue to think them pernicious when they take this 
direction ; and in Japan the numerous and varied forms of mer- 
cantilist activity seem to provide so many opportunities for a 
relaxation of the “positive” policies and for a return to more 
wholesome ways. And if the gold reserve really is, as so often 
declared, the object of solicitude of these “positive” policies, then 
this above all times seems to be the favourable moment when, 
under the more expansive and generous influences of a largely 
increased reserve, a beginning might be made in getting rid of 
some of the old practices. 

To begin with a small matter somewhat off the main line of 
the argument, the present would seem to be an excellent oppor- 
tunity for the authorities to abandon their policy of semi-secrecy 
in regard to Governmental and banking finance. In addition to 
keeping an account with the Bank of Japan, the Government to 
some extent manages its own money matters, and, after the 
manner of the United States Treasury, keeps a gold fund of its 
own; but, unlike the United States Treasury, the amount and 
movements of this fund are not usually disclosed to the public. 
An announcement was made that, on December 31st, 1915, 
Government held Y152,000,000 of the total, the remaining 
Y360,000,000 being in the hands of the Bank of Japan. It would 
appear that the Treasury is in the habit of importing and exporting 
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gold direct—that is, without the intervention of the Bank of 
Japan; the method of internal operation of the Treasury fund 
is, that the gold is exchanged at the Bank of Japan for notes, 
and vice versd, according to the respective requirements of 
Government and the bank. No doubt the finance management 
is essentially sound, though it seems rather cumbersome, but 
the main point is, that ‘business men frequently complain that 
they never really know how the country’s finances stand, that 
their own calculations are frequently falsified by the effects of 
some of these secret movements of gold. The bank, it is true, 
publishes its weekly account, but with the unknown funds in 
the Treasury vaults almost next door, and the frequent inter- 
change between them, no man can tell whence the gold cometh 
nor whither it goeth. A Japanese professor of economics in one 
of the Government institutions remarked to me that “there seems 
to be some confusion about the country’s gold reserve.” 

A still further confusion is introduced by the fact that the 
authorities are in the habit of keeping a gold deposit in London, for 
various purposes connected chiefly with its foreign loan operations. 
The amount of this reserve also is not regularly published, and 
its precise nature and whereabouts are not a little doubtful; it 
was once admitted by a finance Minister that part of this fund 
had been employed in the purchase in London of the bonds of 
the Industrial Bank of Japan, one of the Government protégés 
which had run into rather low water. On December 31st, 1915, 
no less than Y382,000,000 out of the total reserve of Y512,000,000 
was classified as being held abroad, much of it in the form of 
British Exchequer Bonds. 

Figures of ‘“Japan’s Gold Reserve” may therefore mean any 
or all of three funds, viz., the Bank of Japan’s gold fund, the gold 
in the Treasury, and the gold reserve in London; and the term 
“gold’’ is sometimes made to include sundry securities, more or 
less gilt-edged. During recent months, since the increases in the 
reserve made it a subject of gratulation, frequent announcements 
of the totals have been made. It would be most satisfactory if 
a precise weekly account of all these various reserves might in 
future be given to the public. At one time a regular return was 
published, and there is no good reason why the practice should 
not be continued. Bagehot refers to the beneficent and steadying 
influence of definite knowledge of the state of the gold reserve, 
compared with the vague alarms occasioned by ignorance. 

The next step would be that Japan should use her gold resources 


for the purposes for which they are commonly supposed to be 
Oo 2 
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held. It may be mentioned in passing that the Japanese have 
almost outdone the Americans in their preference of notes to 
gold for ordinary currency purposes ; gold coin is practically never 
seen by the ordinary citizen, and the ordinary provincial shop- 
keeper would regard it very dubiously. In the present condition 
of public feeling it is impossible to conceive of a run upon the 
Bank of Japan for conversion of notes into gold. It would there- 
fore appear that the other chief purpose of a gold reserve to meet 
foreign demands might be all the more adequately filled. Of 
course, a nation that would be called solvent must be able to meet 
all its liabilities, but surely it is ordinary business and ordinary 
common-sense to deal with one liability more effectively when 
another presses less heavily. 

As before stated, however, the Japanese follow the plan in 
vogue in various other countries ; while notes are nominally freely 
convertible, the Bank of Japan privately frowns on such trans- 
actions when intended to furnish gold for export. This general 
question of gold reserves is one of many which it will be possible 
to answer more fully when we have seen the financial develop- 
ments which will follow the end of the war, and Japan will be able 
to profit by whatever lessons may then be learnt. If, as many 
believe, the vast accumulations of gold in the hands of belligerent 
nations shall be found to be perfectly useless, except, perhaps, for 
the payment of indemnities (even so a questionable advantage), it 
may be hoped that this country will cease from devoting so much 
time, energy, and capital to the mere accumulation and storage of 
gold, and will learn to regard that metal as a live, active, economic 
agent, really to be used as the ‘‘ medium of exchange’’ which all 
the text-books describe it to be. Japan is no longer a beginner 
in the economic career ; she can no longer regard herself as having 
a precarious footing on a difficult path, as struggling to obtain 
and to hold a mere handful of the elusive yellow metal. Her 
credit is now stable, her gold supply adequate to her needs; let 
her give to herself the benefits of an open gold market, paying 
her debts freely through whatever channels may be most con- 
venient to her merchants. 

That the authorities, who reserve to themselves the business 
of handling the gold, have not been negligent in the duty is 
obvious from the notable steadiness of exchange. During seven- 
teen years from 1898 to 1914 the lowest value of the yen in 
sterling was 2s. O4d., and the highest, 2s. 0}%d., though the latter 
figure has recently been far exceeded. Even so it would appear 
to be possible to secure a slight improvement, the average rate of 
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the yen for the same period being 0°151d., or 0°61 per cent. below 
mint par, the New York rate being still less favourable, namely, 
0°341 cents, or 0°68 per cent., below mint par. These are appreci- 
able deficiencies to pay upon the trade of seventeen years, and 
rather greater than would be caused by the general tendency of ex- 
changes to run in favour of London, which is itself partly the effect 
of the closing of other gold markets. But the added credit and 
prestige of mercantile houses who could command gold whenever 
they chose would be the greatest advantage to be gained from 
the open market, the development of robust, enterprising private 
firms, of stable and recognised credit, being one of the great needs 
in the progress of Japanese trade. 

During the last twenty years it would have been impossible 
for Japan to have maintained the exchange value of the yen or 
to have retained her stock of gold, without frequent recourse to 
foreign loans, contracted by central and local governments, and 
by the larger business concerns. One of the large facts about 
Japan is, that imports have usually been vastly in excess of 
exports; another is, that the internal supply of capital is inade- 
quate to support the rapid rate of development of the country. 
On account of these two facts, the money market has periodically 
come to the point at which a new foreign loan was essential, either 
to maintain the exchange, or to supply funds to the money market, 
or for both of these purposes. Such a point had been reached in the 
summer of 1914, and a loan from Paris was being discussed, when 
the outbreak of the war both terminated the negotiations and 
removed the need for them; but it is reasonable to expect that 
when normal conditions have been re-established after the war, 
the same state of affairs will recur. This may be regarded as a 
perfectly reasonable and legitimate procedure, so long, that is, as 
the proceeds of the loans are devoted to really productive 
purposes. Economically, Japan is a new country, equipping 
herself for the first time with all the modern mechanism of pro- 
duction, and ever since the days of Adam Smith at least it has 
been recognised as a normal procedure that a new country should 
import quantities of foreign capital to assist in developing its 
resources. One of the common criticisms of the Japanese authori- 
ties is, that by various restrictions they impede the importation 
of foreign capital, and it may therefore be presumed that the 
actual quantity imported is not in excess of requirements. It will 
be quite in accord with sound economics if this procedure con- 
tinues; and if a replenishment of the gold supply is found neces- 
sary at any time, the proceeds of foreign loans may be 
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imported in the shape of gold just as well as in the shape of 
merchandise.! 

The only alternative to these contentions is that the gold hoard 
is intended for the emergencies arising from war, a subject which 
it is unnecessary here to enter upon, except to remark, perhaps, 
that if the nations of the earth are going to hoard gold merely to 
serve as spoils to the victor, and if any part of the misery of war 
is going to be endured merely for the sake of transferring 
possession of these otherwise useless hoards, then it would seem 
that the sooner all the gold on earth is buried in mid-Atlantic, the 
better it will be for the happiness of mankind. 

On several occasions the Japanese Government has consented 
to act as guarantor for loans raised in foreign countries, a matter 
which has called forth considerable comment, and seems likely to 
do so again. Foreign investors naturally prefer to have their 
Japanese securities backed by the Government, which means that 
those interests which are not fortunate enough to secure this 
favour are compelled to pay a higher interest for their accommoda- 
tion. It would seem that here also the stage has arrived in which 
the Government might safely leave large corporations to make 
their appeals for funds upon their own responsibility, for only so 
can they come to have the reputation of being worthy of credit, 
and the invidious and unfair distinctions between those who 
have, and those who have not, been favoured with the Govern- 
ment guarantee will then be removed. 

This leads on to the various other methods by which the 
Government has been in the habit of supplying capital at interest 
cheaper than market rates; and then we are upon the threshold 
of the bounty question, especially those upon shipping, of which 
it was recently stated in the Diet that, even in these days of 
enormous shipping profits, they still had to be paid to maintain 
certain otherwise unprofitable services. 

But it is not necessary to labour the matter further. These 
principles are old, and often advocated. The thing which is new 

1 In the American Bankers’ Magazine for December, 1915, Mr. Seay, Governor 
of one of the new Federal Reserve Banks created under the recent Act, mentions 
that the total gold holdings of the Banks of England, France, Germany, and 
Russia increased by £37,000,000 during the first year of the war, and the 
liabilities on deposits and note circulation by £880,000,000, and he anticipates 
a great increase in competition for the possession of gold. This is undoubtedly 
true, but the same rules as hitherto will govern the game; the gold will go to 
the highest bidders, and those who hold and refuse to surrender will pay the 
market price just as surely as new buyers; in addition to which they will pay 
something for not using their reserves for the purposes for which they were 


intended. Without doubt it is by using, and not by hoarding, gold that the 
benefits of its possession may be attained. 
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is the great opportunity which Japan has of taking the plunge 
and ridding herself of some of these old shackles. It is not from 
thinking lightly of Japanese commerce and industry, but from 
thinking well of them, that I venture to suggest a relaxation of 
the policy of restriction, control, and special indulgences. The 
Japanese have the vigour and the abilities to make and hold for 
themselves an honourable competency in the world’s markets, if 
only they can enjoy free scope and opportunities; but the ener- 
vating influences of extensive Government action are everywhere 
apparent in a dependence upon official assistance, a continual 
looking to the authorities to support and further any new enter- 
prise that may be evolved. 

Though one of the Allies, Japan is really outside the vortex 
of the strife at present raging in the world ; she is neither inflamed 
by the passions of war, nor weighted down under its economic 
burdens. On the contrary, she is profiting by the relaxation of 
competition the world over, by the enormous demand for the 
materials of peace and war, and by the prosperity of the shipping 
interests. No nation ever had so good an opportunity to establish 
its economic life upon firm and healthy foundations. 

T. H. SANDERS 

Yamaguchi, Japan. 
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CENTRAL EUROPE AFTER THE WAR 


Mitteleuropa. By FrRiepricH NAUMANN. (Berlin: Georg 
Reimer, 1915. Pp. viiit+ 299.) 


To be unprepared for peace is almost as dangerous as to be 
unprepared for war. With the British Empire it is perhaps even 
more dangerous. The extent of our Empire and of our sea-power 
and the strength of our alliances gave us time to put on our armour 
after the war had broken out. Once, however, effective negotia- 
tions for peace have begun they ought to be perfected as quickly 
as possible. Unless the nations concerned have made up their 
minds on the principles and limits of possible peace, the peace will 
be no better than a mere cessation of war by exhaustion—more 
like the peace of death than the peace of God. Even supposing 
that it is a fight to a finish, and that one side (our own side) is 
completely victorious, we cannot simply lay waste Central Europe 
and sow its lands with salt. We cannot even dictate terms of 
peace altogether regardless of the opinion and the hopes of our 
adversaries. The British Empire is by long tradition tolerant and 
generous. Its structure is as composite as that of the world itself, 
and its sympathies are in consequence world-wide. We desire to 
fulfil the reasonable expectations of all other nations. Everything 
turns on what is reasonable in the circumstances. We want to 
know what are the real aims of our present enemies, and what, in 
the light of the present war, will be the main lines of their policy 
after the war. We want to look at the questions that must be 
answered before the great peace from all points of view, including 
that of our enemies. We must take account of the fact that the 
war itself, whatever the military results, must change many funda- 
mental ideas of national policy. The inter-relations of the States 
of the British Empire will be different, so will the inter-relations 
of the Central European States. International policies must be 
modified by these changes in national policies. 

In this JOURNAL we are only concerned with economic policy, 
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but the economic problems of the coming peace are of the kind 
and breadth that were discussed by Adam Smith, whose large 
ideas of future progress were always conditioned by “the circum- 
stances of the society,” by ‘“‘the prejudices and the interests of 
the times,” and other disturbing causes which lie beyond the 
domain of any pure theory of economics. Even J. 8. Mill, the 
great exponent of the deductive method, was obliged to admit 
that in one great group of economic problems it was not possible 
to confine the attention to economical considerations alone. A 
similar breadth of view is desirable in discussing the economic 
problems of the coming peace. And such is the breadth of view 
in the work recently published by Herr Friedrich Naumann on 
Central Europe, a work which is said to have had a phenomenal 
success in Germany, and to be there regarded as quasi-semi-official 
in its suggestions of after-the-war policy. 

Apart from any kind of hyphenated authority, the book provides, 
in a very convenient form, a conspectus of the facts and the cireum- 
stances, the opinions and the prejudices of the principal enemy 
countries, such as they were before the war, such as they are in 
the war, and such as they are likely to be after the war. “ Reading 
maketh a full man,” and the repast offered in Mitteleuropa is a 
very filling repast. But it is much more than a mere array of 
substantial facts. The success of the book in Germany is not in 
itself a guarantee of its success with the English reader. There 
have been since the war many successful books in Germany which, 
to recall a Dantesque expression, are worthy of silence. We have 
been so deluged in this country with extracts from prose versions 
of songs of hate and the like that at first sight the invitation to 
read through Herr Naumann’s three hundred closely printed pages 
(in German character) in search of the reasonable expectations of 
the Germans does not seem very attractive. Be it said, then, at 
once that the work is quite different from the typical war literature 
of Germany. There is nothing in it from beginning to end—not 
even in tone or insinuation—that could give offence to any 
nationalist of any country. It is also quite different from the 
typical German work of peace-time. It is eminently readable. 
The learning and the labour are hidden away in the foundations 
or stored for reference in an appendix. The style is lively and 
well-garnished with similes and humour. The argument is genial 
and (from the German standpoint) sweetly reasonable, but by no 
means sickly sweet. There are some bitter home truths—for the 
Germans. The Utopian is eschewed. There is no dream of 
universal peace. On the contrary, the main trend of the argument 
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is that wars must come in the future and that the first duty of the 
new Central Europe is to be prepared for war. The pleasing 
literary style should not delude the reader into supposing that the 
argument is not solid and well-balanced. It is, indeed, so solid 
and far-reaching that a short résumé is impossible. Instead of 
trying to outline the general treatment section by section, it seems 
more profitable to call attention to some of the foundational ideas 
and to some of the most significant results and proposals. 

The book was planned, so the author tells us, in April of last 
year, when the Russians were being driven back from the Car- 
pathians. Throughout it is implied that Germany will be victori- 
ous in the end, although the estimate of victory is what in business 
circles would be called conservative. There may be some bending 
of the international boundaries on the East or the West, but the 
extent of the bending does not much affect the main argument. 
What would become of the main argument if Germany were 
defeated is not conjectured. Victory is relied on to get rid of 
minor jealousies and to smooth away national friction. As one 
result of the war there is to be a kind of blood brotherhood. 
Mutatis mutandis, it might be thought that defeat would lead to 
mutual recrimination and insistence on national interests, but that 
is another argument. 

One of the most remarkable of the foundational ideas is that 
even if the Central Powers are completely victorious neither 
Germany nor Austria-Hungary can stand alone. “Klein und 
allein” will mean destruction to Germany whatever the result of 
the war. This is not the cry of the eagle that we have become 
familiar with. But there is no doubt about the contention. The 
possibility of various alliances with other Great Powers is discussed 
in the most detached way. France, Greater Britain, and Russia 
are all weighed, and all are found wanting as allies, though the 
two former are said to be in theory quite possible. A similar 
argument is applied to Austria-Hungary. Still less than Germany 
can the Dual Monarchy stand alone. Isolation means partition. 
Therefore for both Central Empires the absolutely necessary solu- 
tion must be a combination closer than any ordinary alliance— 
closer even than that maintained during the war. Germany and 
Austria-Hungary must be bound together so as to attain the maxi- 
mum of military power, and, as an essential foundation, the 
maximum of economic power. This close union of the two 
Empires is the necessary foundation of the New Central Europe. 
To begin with, it would be useless to try to gather in the 
other outlying nations which it is hoped in the future will be added 
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to the New Great Power. The Northern nations and the Southern 
nations are for the present left out. First of all, the foundations 
must be well and truly laid before the full structure can be raised. 
The complete designs of the architect are not wanting in grandeur. 
“Sometime” he hopes that both France and Italy will find that 
their destiny is Central-European. Belgium is not mentioned by 
name—Herr Naumann is a great master of the art of silence— 
and Bulgaria, Serbia, and Turkey are put on the general waiting 
list for future admission to the Central-European State. Eventu- 
ally it would seem that Central Europe is to embrace all Europe 
that is not Russian. But to begin with the author insists that 
the Union must not extend beyond Germany and Austria- 
Hungary. This is the maximum for a beginning, but also it is 
the minimum. Most of the argument for conversion is directed 
to Hungary. Hungary is absolutely necessary for the New Central 
Europe. The vanity of the Magyars ought to be flattered. 
Germany cannot stand alone, and the chief prop is to be Hungary. 
But there are difficulties. Somehow we are reminded of the 
Athanasian creed. Each of the three Unities of the future 
Trinity—which is not three States, but one Super-State—will 
have its own difficulties of give and take in the process of super- 
absorption. The new Central Union is to be a union passing 
the expression of treaties, but it is not to be a merely sentimental 
bond of affection, though there is some pretty writing—not quite 
so convincing as usual—from the brotherhood standpoint. Herr 
Naumann’s reflections on the imperfections of treaties and the 
impossibility of taking into account all the possible changes of 
circumstances are noteworthy. He seems to think that treaties 
are made to be broken, or, at the least, are liable to be misunder- 
stood and misinterpreted. The view is supported by the very 
latest of practical illustrations. The result is that the New 
Central Europe must be bound together by something stronger 
—far stronger—than any treaties or written covenants. But there 
are difficulties. Even the Germans—and especially the Prussians, 
and more particularly the little Prussians (Herr Naumann delights 
in the adaptation of English modes of thought and expression)— 
must give up the old habits of thought and of practice and take 
on the new. The case of Hungary is the most difficult, but the 
admission of Hungary as a full partner in the new political busi- 
ness is absolutely necessary. 

There is a masterly account of the divergent interests of the 
three great nations (with their sub-nationalities), and the case 
against union is put so strongly that the appeal to necessity is, in 
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the end, the real solvent of the difficulties. To each of the Powers 
isolation means destruction—even to Germany. That is the 
whole burden of the argument. The demonstration is ruthless. 
It must be Central Europe or nothing. A most luminous account 
of the development of present conditions out of the past is an 
excellent exantple of that historical method which throughout 
has dominated the thought of the writer. His object, it is true, 
is to outline the project of a New Central Europe, but it is not to 
be made de novo. It must grow up in the manner beloved of our 
own Burke. Each of the three Unities is to surrender to the 
indissoluble Trinity what is necessary to the common good—mili- 
tary and economic—but is to retain all the national characteristics 
and functions that are not essential to the new State. Great stress 
is laid on the retention of original independence in all non- 
essentials. The old distinction beloved of the examiner between 
the Bundesstaat and the Staatenbund is brought in to clear up 
the ideas. The New Central Europe can never be a Bundesstaat 
—the Staaten must retain too much. At the same time, the dis- 
tinction is shown to be rather one of words than of facts. The 
distribution of the appellation depends on the estimation of the 
value of the elements retained compared with the elements 
rejected. The real difference will depend on the nature of the 
binding. 

Two points call for notice at this stage. If Germany cannot 
stand alone, a fortiori no smaller nation can stand alone. Herr 
Naumann takes it for granted that the day of the little nation is 
over. Every little nation must be, so to speak, a client or a 
dependant of a big World-Power. No little nation can ever 
again take any real independent part in the decision of peace and 
war. It must do as its dominant Super-State may direct. Sove- 
reignty in the proper sense is reserved for the Super-States. 
Germany itself is too small for a Super-State—hence the need for 
a Central Europe. The New Central Europe must be big enough 
to balance Greater Britain, or Russia, or the United States of 
America—the other three Super-States. Herr Naumann seems 
specially impressed by the absorbent capacity of the British 
Empire. Why should the New Central Europe not show in the 
course of time a similar power? This leads to the second point 
of interest in connection with the disappearance of the sove- 
reignties of the little nations. Herr Naumann has been greatly 
influenced in his project of a Central Europe by the course of 
British history and by the ideas under which the British Empire 
has been built up. He condemns the old Germanisation by sup- 
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pression-—suppression of language and of race character—and he 
looks forward to diversity in unity. German toleration in religion 
after the style of the ancient Roman precedent is not to be 
wondered at, but toleration in education is also preached. 
Variation from the Prussian type is to be permitted and even 
commended. The difference between the old British Empire and 
the New Central Europe is that in the latter from the beginning 
in all essentials organisation is to be supreme. Organisation back 
from the eighteenth century has been the strength of Germany— 
that also is one of Herr Naumann’s foundational ideas. A curious 
proof of Germany’s superiority in organisation is given by Herr 
Naumann’s answer to the very pertinent and interesting question : 
Why are we Germans not beloved by other nations? The 
Germans all the world over have been frankly astonished by the 
absence of love, not to say the presence in most cases of the other 
thing. Herr Naumann finds the solution in the jealousy in other 
peoples of the superior German organisation. Probably he is 
right. Organisation is a word of very wide import. It includes 
many forms of peaceful penetration which are distasteful to the 
people penetrated, especially when the full consequences are 
revealed in a state of war. 

In the determination between essentials and non-essentials in 
the new State—how much is to be left to the Unities and how 
much taken up in the Trinity—a considerable debatable margin 
is left. In fact, in spite of the wealth of facts and history, the 
argument is in the main simply a reiteration of certain leading 
ideas. The precise application is left to the march of events— 
solvitur ambulando is the practical answer to most of the practical 
difficulties. 

At the same time these leading ideas are by no means nebulous. 
They are made perfectly plain, and their practicability is shown 
in detail. The details may be changed, but they suffice to show 
how the thing may be done. Perhaps some better way may be 
found; perhaps not. The point is that the ideas are real working 
ideas, and not emotional sentiments. 

The root idea of all is power—Central European power— 
power in war and power in trade. The discussion of power in 
war is limited partly by the present existence of a state of war 
and the consequent censorship, and partly by the fact that Herr 
Naumann is a civilian. The treatment is certainly up-to-date— 
with one exception. The defence of the future, he thinks, will 
consist first in thousands of miles of trenches and barbed wire, 
and, secondly, in the accumulation of stores of all the materials 
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necessary for national existence—e.g., food, raw materials, and 
munitions. Above all, there must be organisation—Teutonic 
organisation—to pile up and distribute the stores and _ to 
man the trenches and ensure the mobility of the Super- 
State forces behind. There is one omission. No mention is 
made of the air, services. In the next forty years, however, 
warfare in the earth beneath may give pride of place to warfare in 
the air above. Perhaps the silence of Herr Naumann in this 
matter is due to the German censor. Herr Naumann, with his 
British ideas of toleration and humanity, could hardly have men- 
tioned the air services without a condemnation of the sporadic 
bombing in the dark of the island of Great Britain. Incidentally, 
he may be pleased to hear that his present reviewer was privileged 
to witness a Zeppelin display in what the British censor calls the 
South-East of Scotland. It was not magnificent and it was not 
war ; it was more like a railway accident than a military operation. 
The reviewer can well understand Herr Naumann’s censored 
reflections. Perhaps, after the war, his views on this method of 
preparing for the New Central Europe may be published unre- 
strained in this JOURNAL. 

One thing certain about the New Central Europe is that.it is 
to be a first-class military State. There are dark hints that all 
did not work so well as outsiders were led to believe in the Central 
Powers’ organisation in the present war. ‘The defects are to be 
remedied by a thorough Prussification. Other nationalities may 
retain their war-trappings, &c., but the new Central-European 
army must be one. Not once, but repeatedly, it is asserted that 
the future is certain to bring forth more wars, and therefore the 
first duty of Central Europe is to provide for war. The new State 
is, above all things, to be a military State. 

At the same time it is recognised that military power is 
inseparable from economic power. Accordingly, the economic 
arrangements of the new Union must first of all have regard to 
defence. Defence is of more importance than opulence. But 
opulence is necessary to defence, and opulence is the short name 
for “material interests.” The new Union must be strong econo- 
mically. It must therefore be so constructed as to secure to the 
component parts various forms of economic equality, including 
equality of opportunity. With this object in view an analysis is 
given—in itself most excellent—of the economic possibilities of 
each of the three great nations and of their sub-nations. The 
principal industries are classified, and so are the principal kinds 
of foreign trade. An equitable distribution is to be made of 
national resources, and account is to be taken of the different 
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stages of economic development. The details are liable to change 
according to experience, and must be read in the book itself. But 
the ideas that are here applied are of the utmost consequence as 
regards the after-the-war policy of other nations. They are of 
special importance to the States of the British Empire. 

One of these provocative ideas is that in itself a customs union 
is not sufficient as the basis of an economic union, and its import- 
ance is liable to be exaggerated. In the main a customs union 
as regards the outside world is a thing to be desired, but such a 
union would affect very differently the different parts of the new 
Central Europe. The sudden and complete abolition of the 
present fiscal restrictions between Germany and Austria and 
Hungary would lead to disturbances of a ruinous character to 
important industries. The two latter countries could not with- 
stand the full blast of German competition. In the same way, if 
the distribution of foreign trade were to be left to the survival of 
the fittest, Austria and Hungary could not compete with Germany 
in many branches which from the national standpoint it is 
important that they should still maintain. 

The remedy for the possible evils of such competition is to be 
found in regulation, and the principal kind of regulation is the 
regulation by combination. Organisation by syndicates of various 
kinds is the recognised basis of the production and distribution of 
the new State. In some cases bounties and in others preferential 
duties may suffice, but for the most part a much more developed 
control is contemplated. Spheres of influence are to be assigned 
both in the home and in the foreign trade. In all the great indus- 
tries and trades there is no place for unregulated competition. 
Its place as the primal force is taken by monopoly of varying 
degrees. 

In this syndicating of industry and trade the interests of labour 
are not forgotten. Professedly quite as much attention is given 
to labour as to capital, and the profession is not merely verbal, 
but real. The author recognises that the basis of Central Kurope 
must be democratic. It is true that in a sentence he disclaims 
the possibility of a republican form of government as non- 
historical, but it is always implied that the rulers must rule in 
accordance with the sentiments and the interests of the ruled. 
During the present war evidences have accumulated that it is not 
a war imposed on a reluctant people by a military caste, but a 
war backed by the full power of national opinion. Recent reports 
on the guiding ideas of the German trade unions seem to show 
that the German masses look on the war as necessary to promote 
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their material interests, and they frankly disbelieve that England 
is actuated by any other motives—e.g., regard for treaties, the 
rights of smaller nations, &c. 

The close connection between military and economic power 
in Herr Naumann’s argument is perhaps responsible for the fact 
that in dealing with foreign trade he has discarded the old ideas 
of reciprocal advantage in favour of the still older ideas of mutual 
exploitation. Peace is war deferred or suppressed. There is 
no room in Herr Naumann’s philosophy for Adam Smith’s conten- 
tion that the richer the neighbours of any State so much the better 
for that State. The economic policy of the New Central Europe 
is to be an aggressive policy, directed in every case to the end that 
in the distribution of the advantages of foreign trade Central 
Europe should secure the greater share. 

There are many side-issues of great interest and importance in 
Herr Naumann’s book. Such, for example, is the probable effect 
of the war on the development of State Socialism. From this 
point of view the recent advances of the Kaiser to the Socialists, as 
reported in the Press, are not so much dynastic as evolutionary. 
Industrial feudalism with the Kaiser as First Industrial is an old 
idea. Herr Naumann is of opinion that already the present war 
has shown that Central Europe is prepared to become a great 
Socialist State. The German defeat of the British blockade is 
ascribed to the adoption of Socialistic methods. 

There can be little doubt that the policy foreshadowed in this 
book of Herr Naumann represents a large body of opinion both 
of the ruling official classes and of the masses. In case of a 
Central Powers’ victory, or even of a drawn battle, the policy seems 
likely to be realised—that is to say, that a great Socialist military 
State will be established in Central Europe which in the course of 
time will endeavour to absorb the remainder of non-Russian 
Europe either by peaceful methods or by war. France, for 
example, is told that she will have to choose between playing the 
part of a somewhat bigger Portugal to England or taking her 
place with the Central European State. Germany cannot stand 
alone ; still less can France, and still less can Italy. 

Herr Naumann, it is true, writes very much under the influence 
of English ideas as opposed to the old Prussian ideas. One would 
suppose from his argument that already the Government of 
Germany is Constitutional, as we understand it, and that the 
Government of the New Central Europe will be still more Con- 
stitutional. The little nations are to be left full national inde- 
pendence—except as regards military and economic power. 
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Except—the saving clause is a wide one. Government by consent 
is to be the new watchword. But when all allowances are made 
for the influence of English ideas, the Central-European ideal is 
not the ideal of the British Empire. We cannot think of that 
Empire growing into a military Socialist State. Our natural 
policy, however, must be modified by the policy of a neighbouring 
Super-State. We must -be prepared for the possibility of a still 
stronger Central Europe. 








J. S. NICHOLSON 


WOMEN IN INDUSTRY. 


Women in Modern Industry. By B. L. Hurcuins. (G. Bell 
and Sons. Pp. xix+315. Price 4s. 6d.) 


Memoranda Issued by the Health of Munition Workers Com- 
mittee. Nos. 1 to 10. 


How long does it take for the civilised world to learn an 
economic truth? We might seek an answer in the fallacies which 
still cluster round the problem of Free Trade v. Protection ; but 
that is a difficult problem, admittedly complicated by extraneous 

considerations. A far simpler issue is raised by the purely 

economic question of whether it pays to overwork the human 

element in production. So long ago as the first half of the nine- 

teenth century it was demonstrated over and over again that it 
| did not pay, that better results could be got from less work; but 
| the lesson cannot be said to have been learned even yet—learned, 

that is, so as to have become instructive and inevitable, like the 
knowledge that the fire will go out unless supplied with fuel, or 
the harvest perish if water lacks, or machinery break down for 
want of due attention. Even the humanitarians who have been 
most diligent in demanding more consideration for the workers 
have generally thought it necessary to do so on the ground that 
industries which used up their workers were “parasitic” and so 
injurious to the community. And for proof of our “invincible 
ignorance’”’ we need only consider what happened when the war 
broke out, and the men responsible for organising a vast extension 
of industry did so on the assumption that every increase in the 
number of hours worked meant an increase of output on the part 
of the individual worker. 

We are led to these reflections by the survey of women’s 
industrial position contained in Miss Hutchins’ book, combined 
with the graphic accounts of the conditions under which munition 
workers have been employed which have been issued by the 
Committee on the Health of Munition Workers. 
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The former begins with a “historical sketch” which is not 
very enlightening; probably the material hardly exists for a 
history of woman’s work apart from that of the family before 
the days of the “Industrial Revolution.” But in her second 
chapter Miss Hutchins comes to grips with her subject, and 
skilfully and sympathetically traces the development of the posi- 
tion of working worhen throughout the eighteenth and nineteenth 
centuries down to the present time. She has not only mastered 
the documentary evidence, but has made herself personally 
acquainted with the industrial conditions of to-day; she cares 
much for her subject and writes well and clearly. She has, there- 
fore, special qualifications for handling the wealth of material 
which has accumulated since the concentration of labour and its 
differentiation from home life first made factory legislation pos- 
sible, and more especially since the appointment of women as 
inspectors. The general conclusion she draws from her study of 
these records is that, unsatisfactory as the position of the working 
woman still remains, she “has attained at least to the position of 
earning her own living and controlling her own earnings, such 
as they are. She has statutory rights against her employer and 
a certain measure of administrative protection in enforcing them ” 
(p. xviii). 

It is difficult, perhaps impossible, to say how far any degree 
of improvement is due to measures aimed directly at benefiting 
women, and how far it must be ascribed to the general strengthen- 
ing of the position of labour as a whole. The best results are 
undoubtedly attained by the recognition that the interests of 
men and women are fundamentally inseparable. Miss Hutchins 
herself, whose tendency is to emphasise the separate interests 
of women, recognises that when men and women are employed 
in the same industry the right policy is for them to combine in 
the same union. Not only are difficulties of organisation much 
lessened, but the danger of men being superseded by lower-paid 
women is effectively guarded against. The organisation of women 
in their own separate unions is much like the task of drawing 
water in a sieve, so hard it is to attract them in, and so hard, 
again, to hold them there. Yet the work does advance, as the 
chapters on women in Trade Unions show; and a special effort 
is now being made in those industries to which the Trade Boards 
Act has recently been extended (p. 141). 

It seems likely, however, that the best chance of organising 
the women with any degree of completeness lies in the develop- 
ment of industrial as contrasted with “craft” unionism. In an 
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interesting chapter on women’s unions in Germany we are told : 
“The Germans hold that the organisation of the unskilled labourer 
is as important as that of the mechanic, and their great industrial 
combinations include all men and women workers within the field 
of operations, irrespective of their particular grade of skill. 
Endeavours are made to enrol all workers in big, effective 
organisations, and the success of these tactics has been most signi- 
ficant. While in Germany two and a half million workers are 
organised in forty-eight centralised unions, all affiliated to the 
General Commission (of Trade Unions) as the national centre, in 
England there are more than a thousand separate unions with 
about the same total membership. In England hardly one million 
Unionists out of the two and a half belong to the General Federa- 
tion. These facts are not without bearing on the position of 
women workers. English working men complain of the com- 
petition of women; the moral is, organise the women” (p. 159). 

An analysis of women’s wages, based upon the wage census of 
1906, has been contributed in a chapter by Mr. J. J. Mallon. 
Here are given the “average” earnings of women in the principal 
industries in which they are employed, and an attempt is made 
to estimate how far women may be regarded as dependent upon 
their own earnings. The resulting figures are low enough; 
the averages range from 10s. 6d. to 18s. 8d., and it is pointed out 
that where an average is given, from 40 to 50 per cent. of the 
women employed earn less, and in many cases very much less, 
than the average (p. 229). More encouraging is the undisputed 
fact that there is a decided movement in an upward direction ; it 
is estimated that in the textile trades the rates of women’s wages 
have more than doubled in the last sixty years, and there has been 
a similar if not so marked an increase in other industries. 

Not less important than the question of wages is that of the 
hours of work and its conditions. The human body must be 
sufficiently fed, and that depends primarily upon wages; it must 
also have sufficient rest and congenial surroundings if it is to be 
efficient, and in modern industry these depend but little upon 
the wages. ‘They depend almost entirely upon the intelligence 
and goodwill of the employer, for, even when the law intervenes, 
it is effective only when the employer accepts it whole-heartedly, 
and that is still far from being generally the case. Some, no 
doubt, of larger views and more sympathetic imagination, have 
reached understanding. “In the Factory Inspectors’ Report for 
1912 many cases are mentioned where employers have voluntarily 
reduced hours of work and find that they, as well as their work- 
gr 2 
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people, are benefited by the change. . . . The same may be said 
in regard to other improvements in working conditions, such as 
ventilation, cleanliness, the provision of baths, refectories, medical 
aid, means of recreation; those who have taken such measures 
have found themselves rewarded by increased output” (p. 202). 
That such enlightenment, however, is far from being universal 
even in normal timés is shown by the extracts from Factory 
Inspectors’ Reports given by Miss Hutchins in an appendix to 
her book. 

But for convincing proof of how shallow an impression the 
lesson has made upon the industrial world, we repeat that we 
need only look at what has happened since the outbreak of war. 
It is in an emergency that a man or a nation act upon their funda- 
mental instincts and beliefs; and in this emergency what the 
industrial part of the nation showed was, first, the determination 
to do their very utmost to assist the country in the way of produc- 
tion; and, secondly, their belief that this utmost was to be 
achieved by working the longest possible hours under whatever 
conditions might arise. The action of the employers was accepted 
by the workers, who welcomed the prospect of overtime pay, and 
confirmed by the State, which relaxed the provisions of the 
Factory Act to admit of longer hours, of night-work, and of 
Sunday labour, for “protected persons.” ‘To appreciate the 
results of this policy we must turn from Miss Hutchins’ book, 
which covers only the earlier part of the war, to the very interest- 
ing and important series of Memoranda issued by the Committee 
appointed by the Ministry of Munitions to advise on matters 
affecting the health and efficiency of munition workers. 

The first question which was considered—that of Sunday 
labour—presented problems so urgent that the Committee thought 
it necessary to issue an immediate interim Report. They found 
that though employers were generally opposed to Sunday labour, 
it had been widely adopted (a) on account of heavy demands for 
output, or (b) because of the desire of their workpeople to obtain 
the double or at least increased pay. The results were not good, 
even from the point of view of output, many employers stating 
that seven days’ labour only produces six days’ output (“at eight 
days’ pay”), and that reductions in Sunday work have not involved 
any appreciable loss of output. In this, as in other respects, the 
mistake arose partly from the fact that employers started their 
production of munitions by sprinting, as if for a short race, 
“whereas it is becoming evident that the course will be a long 
one, and that the hours of labour must be so organised as to 
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enable the output to be maintained at a regular level for a lengthy 
period” (p. 4). 

But it is not only in respect of Sunday labour that the mistake 
of overwork has been made. In Memorandum 5, on Hours of 
Work, the Committee tell of labour which is excessive to an 
almost incredible extent: “At one time cases of men working as 
much as 90 hours per week were common; more recently there 
has been a tendency to reduce hours, but, even so, weekly totals 
of 70 to 80 hours are still frequent”! They tell also of “the 
practice prevailing in certain districts of working from Friday 
morning, all through Friday night, until noon on Saturday.” It 
is remarkable that, in such circumstances, they can report that 
they have not as yet found that the strain of long hours has caused 
any serious breakdown among the workers; it seems probable 
that the men have instinctively saved themselves at the expense 
of the work. “Many witnesses assert that while for an emer- 
gency overtime is effective, after a period the rate of production 
tends to decrease and the extra hours to produce little or no addi- 
tional output.” 

Upon women the strain of long hours naturally tells more 
than upon men, and is not lessened by the spirit of patriotic 
enthusiasm in which so many of them have undertaken the work. 
“Tribute is constantly paid by foremen and managers to a similar 
spirit (of cheerful resolution) ; they tell of workers readily working 
overtime in the knowledge that their action means the loss of the 
last tram and a four- or five-mile walk at midnight” (Memo- 
randum 4, Employment of Women, p. 5). Night-work is par- 
ticularly hard for them, especially when, as is often the case, the 
day has to be largely devoted to home duties. Small wonder that 
some managers consider that the last few hours of a twelve-hour 
night shift yield little output. “In one factory visited at night 
the manager stated that fatigue prevented many of the women 
from making the effort to go from their work to the mess-room, 
though in itself the room was attractive. In another, visited also 
at night, several women were lying, during the meal hour, beside 
their piles of heaped-up work; while others, later, were asleep 
beside their machine, facts which bear additional witness to the 
relative failure of these hours. A few women of rare physique 
withstand the strain sufficiently to maintain a reasonable output ; 
but the flagging effort of the majority is not only unproductive 
at the moment ; it has its influence also upon subsequent output ” 
(p. 4). The long hours of actual work have been greatly aggravated 
by the fact, inevitable in the circumstances, that in many places 





214 THE ECONOMIC JOURNAL [JUNE 


the workers have to travel long distances, and even so have been 
badly lodged in overcrowded areas. “A day begun at 4, or even 
3.30 a.m., for work at 6 a.m., followed by 14 hours in the factory, 
and another two or two and a half hours on the journey back, 
may end at 10 or 10.30 p.m., in a home or lodging where the 
prevailing degree of oyercrowding precludes all possibility of com- 
fortable rest. Beds are never empty and rooms are never aired, 
for in a badly-crowded district the beds, like the occupants, are 
organised in day and night shifts.” 

It is obvious that human beings cannot continue to work effici- 
ently under such a strain as this, and little “scientific manage- 
ment” has been needed to point the way of reform. One after 
another, employers are being forced to recognise their mistake, 
sometimes by the fatigue, illness, and bad timekeeping of the 
workers, sometimes by some accidental shortening of the day 
which has shown that the loss of hours carried with it no diminu- 
tion of output; e.g., “several employers of different kinds who, 
accustomed to work their women from 8 to 8, were forced by 
lighting regulations and other causes to stop at 6, found the out- 
put undiminished” (p. 6). With this experience before them it 
is a matter of course that the Committee recommend a drastic 
reduction of hours, to be effected where possible by means of 
the three-shift system. 

But it is not only by over-long hours of work that the efficiency 
of the women is impaired. They are probably far more susceptible 
to the conditions of their work than men, and it is mainly for this 
reason that the appointment of women inspectors and supervisors 
is so important. It seems hard for men to realise that conditions 
which might matter little to them may be an intolerable strain 
upon the differently-constituted frame of women. The late Lord 
Salisbury it was who opposed a Shop Seats Bill on the ground 
that he did not see why women should want to sit down in work 
hours. It is a sign of growing understanding that the Committee 
declare that “Prolonged standing has been found a highly provo- 
cative cause of trouble to women and girls, whose health it has 
often permanently and seriously injured”; and recommend that 
“when standing is absolutely unavoidable, the hours and spells 
of employment should be proportionately short, and seats should 
be available for use during the brief pauses which occasionally 
occur while waiting for material or for the adjustment of a tool” 
(p. 9). 

Other conditions which have occupied the attention of the 
Committee, such as ventilation, lighting, and the provision of 
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dining-rooms and food, are dealt with in Memoranda 3, 6, and 9; 
while Numbers 8 and 10 report on Special Industrial Diseases and 
Sickness and Injury. In Number 2 the work of “ Welfare Super- 
vision’ is described, and the need for it, more especially in the 
case of women and girls, is strongly urged. We believe that in 
National Factories the appointment of a supervisor is now obli- 
gatory, and many private employers are finding the advantage of 
a disinterested supervisor whose sole business is to co-operate 
with him in promoting the welfare of his workers. 

In Memorandum 7 the question of industrial fatigue is dealt 
with in more detail and with a study of its causes from a physio- 
logical point of view. Remarkable instances are given of improve- 
ment in output resulting from a diminution of hours and better 
organisation, in one case amounting to an increased quantity of 
shells from half the number of workers. The Committee rightly 
protest against “misguided efforts to stimulate workers to feverish 
activity in the supposed interest of the country,” and “are bound 
to record their impression that the munition workers in general 
have been allowed to reach a state of reduced efficiency and 
lowered health which might have been avoided without reduction 
of output by attention to the details of hourly and weekly rests” 
(p. 10). In conclusion, the Committee express the hope “that 
the study of industrial fatigue and the science of management 
based upon it, which is now being forced into notice by immediate 
need, may have lasting results to benefit the industries of the 
country during succeeding years of peace.” In this hope we 
concur, but with one proviso. How far the introduction of 
“scientific management” is to be followed by good results will 
depend almost entirely upon the spirit in which it is introduced 
and carried out. If it is clearly aimed at the interests and well- 
being of the workers, as we are glad to say is the obvious intention 
of the Committee, then we may hope that it will be well received 
by them after the first novelty has been overcome, and will lead 
to great results. But if the workers feel, as they certainly have 
felt in America and elsewhere, that it is only a device for extracting 
the last ounce of energy out of them, they will very naturally rebel, 
and nothing but failure and discord will result. Why, indeed, 
should even a share in the increased output reconcile them when 
it is, prima facie, so obvious that the whole increase has been, 
elicited from their bodies? They have, moreover, a very natural 
prejudice against the feeling that those bodies are being treated 
as machines, to be worked on the most scientific lines, a prejudice 
which we believe to be justified both physically and mentally. 
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There'is a striking passage in that remarkable book, Life in a 
Railway Factory, which bears upon the point. “‘Piece-rated 
men,” writes the author, himself a worker, “‘seldom or never work 
at a perfectly uniform speed; there are dull and intensely active 
periods, depending sometimes upon the physical condition of the 
workman and sometimes upon the quality known as ‘luck’ in 
operation. Give tlfe workman his head and he will speedily 
make up for any losses he has incurred before. The feeling of 
fitness is bound to come; he revels in the toil while it possesses 
him. There never was, and there never will be, a truly 
mechanical man who shall work with the systematic regularity 
of aclock or a steam-engine.” There is a story to the same point 
from America of certain scientific managers who studied the art 
of sewing on buttons. They first studied the length of thread 
and prescribed a standard length as most economical. ‘‘ Length 
of arm was also a factor, so studies were made to discover what 
length of arm would enable a girl to sew on the maximum number 
of buttons in a day. This was no sooner determined and a full 
complement of standard-armed girls secured than the disconcerting 
fact emerged that length of fingers also has an important bearing. 
Further studies were made, and in time the firm had a group of 
girls sewing on buttons, with standardised lengths of thread, with 
their standardised fingers and arms. The culminating discovery 
was that the unstandardised girls were apparently enjoying better 
health, were less rushed, and were doing better for themselves 
and their employees than their standardised sisters.” The story 
may or may not be a record of fact, but it certainly indicates a 
truth that will have to be taken account of in developing “scientific 
management.” Meanwhile, it will have been a gain of inesti- 
mable value if the war shall have taught us effectively that it is a 
folly as well as a crime to overwork and neglect the workers. It 
may seem paradoxical to say that effectiveness in production will 
be in direct proportion to the degree in which it is organised with 
a view to the well-being of the workers, but we are certain that 
something very like this will prove to be true. 

Beyond this greater consciousness of the claims of the worker 
for which we hope, will the war have any marked effect upon 
industry, and more especially upon the position of women 
workers? There is an interesting consideration of the question 
in the last chapter of Miss Hutchins’ book, but since that was 
written the invasion of industry by women has increased very 
rapidly. An official Report on the state of employment in 
October, 1915, estimated that in a group of nine industries there 
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were 226,400 females employed in work previously done by men. 
This did not include the women employed in commercial and 
other non-industrial occupations. On March 30th of this year 
Mr. Long stated that some 270,000 women were estimated to be 
engaged on work in substitution for men in industrial occupa- 
tions, exclusive of agriculture and of clerical and commercial 
occupations and occupations connected with the transport trades. 
When all these branches of employment are taken into account 
the number of women employed must be very large, while the 
process of “dilution of labour” will continue to add to it greatly. 
Does it follow that on the return of the men there will be much 
difficulty? Prima facie, it might be said that either all these 
women will be thrown out of work or, what would be even more 
deplorable, the returning men would find themselves robbed of 
their employment. There are, however, good reasons for thinking 
that the situation may not be very serious. In the first place, 
many of the women have merely been transferred from one indus- 
trial occupation to another, and when works are re-opened and 
plant is re-started they will be able to return to their original 
work. Again, “the munition workers of to-day include dress- 
makers, laundry workers, textile workers, domestic servants, 
clerical workers, shop assistants, university and art students, 
women and girls of every social grade and of no wage-earning 
experience ; also, in large numbers, wives and widows of soldiers, 
many married women who had retired altogether from industrial 
life, and many, again, who had never entered it” (Mem. 4). It 
is not likely that more than a very small proportion of this miscel- 
laneous army of workers will be so much attracted by the work as 
to desire to become permanent employees in the metal industries, 
especially as only few of them can be physically suited to it. 
They have taken up the work from patriotic motives, and will 
thankfully lay it down again when the time comes. In more 
sedentary occupations the case is somewhat different; we under- 
stand that bankers, e.g., intend to continue the employment of 
women in the lower branches of their work, though not, we hope, 
to the detriment of men previously employed. Unfortunately, 
many of these will not return, a consideration which will lessen 
the pressure of competition in all industries alike. As an ulti- 
mate result it would be all to the good if the sedentary occupa- 
tions should fall more into the hands of women. 

There is one serious danger to be guarded against in the metal 
industries, and that is lest the “dilution of labour,” especially 
by women, should lead to a retrogressive movement in the use 
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of machinery. Before the war the movement had been in the 
direction of replacing unskilled labour by automatic machinery 
under skilled supervision. But it has been pointed out by Miss 
Ashley (The Employment of Women during and after the War) 
that with the introduction of women “there is a counter-move- 
ment to get rid, wherever possible, of the need both for strength 
and skill. It is obvious that, wherever a process involved the 
lifting of a heavy weight, the interests both of production and of 
the employees called for an adaptation of the machine to introduce 
a mechanical lever. But the adoption of devices to lessen the 
skill required, so as to make the machine ‘fool proof,’ is a less 
happy augury for the future.” Again, “in some factories an 
older type of machine, requiring a larger proportion of unskilled 
workers, has been installed instead of the most modern automatic 
pattern.” We have no doubt that the Trade Unions have this 
danger in mind, and they ought to receive every assistance when 
the crisis is past in re-establishing the supremacy of skill in the 
workshops. It is probable also that the policy of “industrial 
unionism” to include the less skilled workers will receive more 


attention from them for this reason. es 
HELEN BOSANQUET 


A STUDY IN MALTHUSIANISM. 


Population: a Study in Malthusianism. By Warren S. 
THompson, PH.D. (New York: Columbia University 
Studies. No. 1538. London: P. 8. King and Son, 1915. 
Pp. vilit216. $1.75.) 


“THE conditions which made possible the unprecedented ex- 
pansion of the European peoples in the last fifty years are passing 
away. The agricultural development which came as a result of 
rapid transportation, the invention of labour-saving farm 
machinery, and the abundance of new and fertile lands cannot 
be duplicated. The system of transportation can be greatly 
improved, but no revolution such as came with the development 
of the steam engine seems likely to take place again. The 
efficiency of agricultural implements will probably be greatly 
increased, but they have already reached the limit of practicability 
for extensive farming, not because the implements might not be 
improved upon, but because the days of extensive farming are 
rapidly passing as the new countries become more thickly settled. 
Fertile land is no longer to be had for the asking in the United 
States, and will soon be taken up in the other places where 
Europeans can thrive.” 
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I should like to suggest that the next bishop who proposes to 
recommend unreasoning multiplication as a universal rule of 
human conduct should take this passage from Dr. Thompson’s 
book as his text. The predictions which it contains may be pre- 
mature, but they cannot be erroneous in any other sense. This 
little planet is getting filled up ; if we go on increasing our numbers 
indefinitely we must eventually make it too full, in spite of that 
steady progress in material equipment and knowledge which tend 
to set the limits of desirable density farther on. 

But Dr. Thompson wrote the most of his book before the war, 
and it must be admitted that the ultimate trend of things now 
seems to us for the moment of less importance than the exigencies 
of the next few decades. The increase of population in Europe 
is having one of Malthus’ “positive checks’’ administered with 
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-very great sharpness. 


Those who look only at military statistics are apt to depreciate 
unduly the effect of war as a positive check. They should 
examine the mortality not only of the armies but of the whole 
population. It is true that the effects of the war of 1870 are 
scarcely noticeable in the Prussian figures of annual deaths, but 
that was unfortunately, as it turns out, a cheap war for the 
victors. The numbers of French deaths tell a very different tale. 
These, including those of Alsace-Lorraine (population 1,570,000) 
down to 1868, but not afterwards, are given in the Annuaire 
Statistique as follows, in thousands :— 


Males. Females. Total. 
TAGG.... 2: «s. 450 435 885 
i) reer 426 867 
USGGicc. cee scx “SESE 451 922 
1S6O 4... sss «es 443 421 864 
i ere: 494 1,047 
EEE. ccs won (ORE 579 1,271 
ERG Si scs sce oe 4 583 993 
Ct eee 411 845 
BSFS cs eve cee 40 381 782 
TESTS nce scx cee ~4G4 411 845 


The average for 1861 to 1868 was 442,000 males and 431,000 
females, while the average for 1872 to 1879 was 424,000 males 
and 398,000 females. Taking the loss of Alsace-Lorraine into 
account, we can scarcely doubt that the war and the resulting 
civil troubles accelerated the deaths of about 400,000 males and 
more than half that number of females. These already seem 
trifling figures ; our war is not finished, and the subsequent civil 
dissensions have not yet begun. When all is over, the loss of 
male life, military and civil, is not likely to be less than if the 
whole existing male population of Spain had been exterminated, 
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or, let us say, the whole male population of England and Wales 
in 1861. 

It used to be said that such ravages of death were soon made 
up by an increased number of births—in spite of the obvious fact 
that it takes twenty years for a new-born baby to replace a man 
of twenty. But even if “soon’’ be extended to cover half a 
century, the doctrine does not seem likely to be true, at any rate 
under modern conditions. There is, of course, no ground what- 
ever for the grotesque belief that war somehow causes an increase 
in the proportion of male births, and the opinion that it leads to 
an increase in the total of births is probably only founded on the 
natural ‘‘ banking up’’ of births; if large numbers of men are 
separated from their wives for a considerable interval and then 
return simultaneously, there will obviously be a considerable rise 
in births beginning nine months after their return, but this is at 
most only compensation for the births which did not take place 
owing to their absence. There seems to be no reason to doubt 
that the killing of a certain proportion of vigorous males in the 
prime of life and a less proportion of the remainder of an existing 
population causes a permanent loss of people, in the sense that it 
causes the population to be less at every subsequent moment than 
it would have been at that moment in the absence of the calamity. 

Is it probable that the set-back administered by the war will 
diminish what used to be called ‘‘ the pressure of population ’’? 

Land, indeed, will be slightly more plentiful in proportion to 
people, but the loss of other material equipment, counting both 
what has been destroyed and what has not been created owing to 
the diversion of labour from construction to destruction, will 
probably have been more than enough to compensate for this 
advantage ; the advance in knowledge and in the possibilities of 
organisation which has resulted from the general stirring up of 
the world may do much to improve the position, but only on 
condition that it is devoted to the arts of peace and not of war. 
This only throws us back on the old question—the question which 
makes all others unimportant—Will the nations settle down after 
the war into a single society with a common organisation strong 
enough to prevent fighting between its different members, or not? 

Here the thought suggested by a study of population like that 
of Dr. Thompson’s seems to suggest that militarism, by which 
I understand the faith that war is inevitably prescribed for the 
human race, whether by a beneficent Deity or by a malevolent 
Devil or by neutral Nature, is confronted by insuperable difficulty. 
We have for the present already returned to the sentiment of the 








| 
| 
| 
| 
t 





1916] A STUDY IN MALTHUSIANISM 221 


eighteenth century, when, as Joseph Townsend complained in 
1786, ‘‘The cry is ‘Population, population! Population at all 
events!’’’ Our daily wail is ‘‘ Men and yet more men!”’ with 
the corollary, ‘‘and women too!’’ If wars are to recur, each 
nation must utilise the intervals of peace by increasing its popula- 
tion to the utmost. To what motives can it appeal? 

Religion, we may be.sure, will be found of very little use, 
however enthusiastic the bishops may be. The local coincidence 
of high natality and faithfulness to the Church does not prove 
that Christianity, whether Roman or Greek or Protestant, is 
powerful, but only that the conditions in so-called backward 
districts are more favourable at once to high natality and faithful- 
ness to the Church than more ‘‘modern’’ conditions. Moreover, 
any special appeal which a State may make to Christianity to 
help in furnishing men for war is embarrassed by the fact that 
the founder of that religion expressly rejected an appeal to the 
sword. Mohammedanism, which has a much better record from 
the militarist’s point of view so far as its teaching is concerned, 
has nevertheless in practice failed so egregiously to maintain a 
proper increase of warriors that its extension north-westward may 
be dismissed at once. 

Patriotism, if it could be made into a kind of religion causing 
the subject to revere the Government and be ready to give up 
everything in unquestioning obedience to its behests, might be 
extremely useful. The State would ordain that babies were to 
be provided, settle who should produce them, and in due course 
they would be forthcoming in the greatest possible numbers. 
But the prestige of no Government is likely to be increased by the 
war, and it is highly probable that women will not in the future 
give the same unreasoning support to the martial spirit as they 
have done in the past. The mother whom I heard say, as she 
read the casualty list, ‘‘ If this is all children are for, women will 
refuse to have them,’ is not alone in her sentiment. There will 
certainly be a number of shirkers and slackers far from negligible 
in this matter of propagation. National opinion may cry for 
compulsion, but there are some things more difficult even than 
to make a horse drink. One suitably armed man may take an 
unwilling conscript to the barracks, but ten cannot secure that 
a conscript shall exist if his potential parents are unwilling. We 
shall never see a Minister of Propagations running Controlled 
Establishments. 

It would seem, then, that compulsory military service has 
not, after all, dispensed States from the necessity of bargaining 
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for their soldiers. Owing to the contemporaneous introduction 
of the limitation of families, it only has the effect of compelling 
the State to bargain with parents in general instead of with the 
particular men whom it desires to enlist. In this there is great 
hope for the world. It means that the population which is 
necessary for military purposes can only be obtained by giving 
people such a prospect of a happy life as is wholly incompatible 
with an ideal in which each country is to abandon everything 
except the work of fighting the others. Moreover, it creates the 
possibility that the various national authorities holding that atro- 
cious ideal may eventually lose sight of their ultimate object, the 
crushing of their enemies, in their effort to secure one of the 
means, the welfare of their own people. 


EDWIN CANNAN 




















REVIEWS 


The Economy and Finance of the War. Being a discussion 
of the real costs of the war and the way in which they should 
be met. By A. C. Piaou. (London: Dent, 1916. Pp. 96.) 


THE author of Wealth and Welfare here deals principally 
with the first of these subjects, and only incidentally with the 
second. The costs which he discusses are economic in a strict 
sense: “‘the costs that come into relation with governmental 
expenditure and the Chancellor of. the Exchequer’s Budget.” 
In this technical investigation he displays a talent which is 
required in economics even more than in other sciences, the 
power of penetrating beneath the surface of appearances, discern- 
ing uncbvious truths and exposing popular fallacies. For 
example, it will be a surprise to many readers to learn that a 
married soldier with dependants to whom separate allowances 
must be paid does not involve more real cost to the nation than 
a single soldier with no such dependants. This is one of several 
startling propositions which will probably appear at first sight 
to the general reader foolishness, and even to the expert a 
stumbling-block. They would certainly have so appeared if pro- 
pounded at the beginning of the war. But since then the attention 
of students has been directed to the economics of war by many 
writers, notably Professor Pigou himself in the Contemporary 
Review of last year (noticed in the Economic JourNAL, both in 
the last and in the present number, among Recent Periodicals). 
For instance, in the article to which we refer we have read some- 
thing like the following passage, which is taken from the work 
before us :—“‘The services of lawyers, of highly-skilled gardeners, 
of poets, of men learned in the ancient languages, of musicians, 
of young men medically unfit or with conscientious objections to 
combatant service, of midwives, of women with special skill as 
children’s nurses, of ballet dancers and music-hall artists, are 
much less valuable to Government than they are to private em- 
ployers.” <A similar theory, with corresponding practical deduc- 
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tions,*may be found in Mr. Bickerdike’s article, On Paying for 
War by Loans in the Economic Journat for September, 1915. 

In this connection we may observe that Professor Pigou is 
singular in forbearing to support his doctrines by authority. The 
volume is almost a “‘record ” in that it does not, so far as we have 
noticed, mention a single other economic writer. The author, no 
doubt, thought that his little book would be more attractive to 
the public if not encumbered with allusions to economic literature. 

His simple and direct method of exposition is certainly very 
effective. Very striking too are the propositions enounced, of 
which we subjoin some examples. We have preserved the form 
of these specimens almost intact ; yet it is to be feared that they 
have suffered by being torn from their contexts, which we have 
indicated and advise our readers to consult. 

To pay a man, whether he be a member of Parliament, or 
a contractor, or a workman, much more than his services are 
worth, this, undesirable though it may be, does not involve any 
waste of national resources (21). If museums and art galleries 
are shut down and the saving in respect of their staffs are utilised 
by the State, the real costs to the public include not only the 
services represented by this saving, but also the services of the 
capital invested in these institutions, the loss of which is balanced 
by no service to the Government (34). The result of closing 
scientific and artistic exhibitions in a ‘‘ piecemeal” fashion, with- 
out taxation of substitutes (which was presumably the state of 
things at the time of writing, before the Budget of this year), 
might be merely to increase correspondingly the demand for 
picture palaces and public-houses (39). So import duties, instead 
of causing people to employ less capital and labour in respect of 
the needs which they used to satisfy by importation, may cause 
them to satisfy their needs through the manufacture of identical 
or similar things in a more expensive manner at home (39). By 
economising in respect of commodities which obey the law of 
diminishing returns we enable ourselves and others to obtain so 
much of these as we continue to consume at a diminished cost 
of capital and labour—a consideration of special importance in 
time of war when demand for certain classes of goods is urgent 
and before supply is adapted to demand (35, 36). The imposi- 
tion of duties is a clumsy method of bringing about economies 
compared with the method of “rationing,” at least with respect 
to articles which form part of the staple food of the poor (40). 
The line of cleavage between present and future resources 
not coincide with the distinction between taxing 
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and borrowing; among other reasons, heavy taxation of 
the poor may impair personal capital (47 et seq.). The 
payments of interest on an internal national loan afford 
no evidence of any net burden to the nation as a whole (49). 
By impeding investments our Government has pro _ tanto 
encouraged people to meet the demands of war by drawing on 
the future rather than- on the present (50). The real cost of 
foreign imports in terms of domestic produce has risen in a 
smaller degree in Germany than it has done in England (p. 56). 
Whereas by cutting down unnecessary imports we may direct the 
capital and labour employed on the corresponding exports from 
the work of indirectly yielding imported luxuries to that of yield- 
ing imported shells ; we may effect a similar economy if we divert 
resources from making commodities for home use and turn them 
into making more commodities for export (60). 

As we interpret, these propositions, like most of the abstract 
truths of political economy, are to be regarded only as first approxi- 
mations, to be supplemented in practice by concrete circum- 
stances. ‘Apart from administrative difficulties,” a clause which 
Professor Pigou introduces with respect to his preference for the 
policy of “rationing,” is often to be understood. For instance, 
we agree with our author that the payment of interest on a 
national debt involves no net loss to the community as a whole; 
not the kind and amount of loss which popular writers and even 
respectable economists take for granted. But it is not meant to 
deny that to raise and pay for a large loan involves ‘‘administra- 
tive difficulties” and secondary consequences which may prove 
serious. The very fact that the public does not accurately distin- 
guish between a foreign and a home loan is a circumstance not 
to be ignored by the financier who, as Professor Henry Adams 
well observes, should attend to the psychology of the tax-payer. 
This kind of consideration would not be all on the side of taxation 
as against borrowing. The facility of raising large sums without 
compulsion, the freedom from vexatious interference with the 
course of industry, are on the other side. 

We trust that our author has taken account of all these psycho- 
logical considerations when in more than one context he urges 
present effort and sacrifice. Thus he advises resort to “current 
capital and labour” in preference to parting with some of the 
American securities which we hold. He italicises the dictum : 
“It is in the national interest that the war should be financed in 
the utmost possible measure by the utilisation of current capital 
and labour, and that our saleable property—gold and securities 
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alike+-should be rigorously conserved.” (64). With reference 
to the choice between taxes and loans, he concludes that ‘‘the 
ratio in which the war is financed with money borrowed from 
people with large incomes should be much diminished, and the 
ratio in which it is financed with money collected from them 
under some form of progressive taxation should be much 
increased ” (83). ° 

The premisses by which this conclusion, especially the latter 
part of it, is deduced are of extreme interest. There is in favour 
of distributing the burden of taxation not in the proportion normal 
to a régime of peace, but in a proportion less burdensome to the 
poor, first the consideration that the poor will be placed in conse- 
quence of the war in a worse position comparatively. The high 
rate of interest and the circumstance that its payment was con- 
tracted during a period of monetary inflation will secure to the 
capitalists a larger share of the national dividend; and the total 
will be smaller owing to the destruction of capital, the 
deficiency of tools and machinery (73 et seq.). Moreover, the 
currency inflation which borrowing from banks for war purposes 
is likely to produce will inflict additional hardship on the poor, 
whose incomes are not likely to rise as rapidly as prices. [This 
hardship, as we understand, would exist only during the war. 
The subsequent depression, too, will not, in Professor Pigou’s 
judgment, prove, as many apprehend, an “economic disaster” 
(84)—provided that we can meet the present financial require- 
ments of the war.] The case for the poor is further strengthened 
by the circumstance, already mentioned, that their efficiency is apt 
to be impaired by Leavy taxation. But has the author given due 
weight to the counterbalancing circumstance, that by reducing 
the income of the rich you diminish their power of saving—their 
objective means, for as to their motives, account is taken of 
these, as we understand, among the considerations which follow? 

So far we have been on the solid ground of economic cost. 
But now we ascend to “values outside the economic sphere” (1), 
when, in order to determine the adjustment of taxation, we take 
account of the “subjective burden of suffering and sacrifice.” Let 
it be granted that the distribution of the objective burden by the 
system of taxation adopted in peace-time was fair and proper. 
“Then suppose the amount of objective burden all round to be 
quadrupled. There is reason to believe that a quadrupling of 
the objective burden on a poor man will increase the subjective 
burden of sacrifice and suffering laid on him in a proportion higher 
than that in which the quadrupling of the objective burden on a 
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rich man raises his subjective burden.” It follows that the pro- 
portionate share in which the expenses of government when 
greatly enlarged are borne by the rich ought not to be the same 
as before, but greater (78). 

So far as we understand, the argument would hold good 
in whichever of its variant forms we accept the doctrine of 
“sacrifice” as the criterion of proper taxation. The argument is 
clinched by an appeal to the doctrine in that sense which has 
been called in this JOURNAL minimum sacrifice. “Other things 
being equal, the absorption of a pound from a rich man strikes 
at much less urgent wants, and, therefore, causes much less 
suffering and real sacrifice, than the absorption of a pound from 
a poor man. It follows that the aggregate amount of sacrifice 
involved in providing any given revenue would be at a minimum 
if the whole of the funds required were lopped off the few largest 
incomes enjoyed in the country.” The practical reasons which 
deter economists from advocating this system in general are not 
valid as regards “special taxes levied on an exceptional occasion 
for the purpose of financing an unprecedented war.” Thus a 
much larger proportion of the objective burden which the present 
war imposes upon the community should be laid upon the rich 
than it is proper to lay upon them for normal peace expenditure. 

An argument involving the conception of “aggregate amount 
of sacrifice” as a quantity to be minimised—or the corresponding 
positive quantity, a maximum of aggregate satisfaction—may 
appear to some metaphysicians nugatory. But we submit that 
the essence of the reasoning—whatever alterations in wording and 
emphasis may be desired—commends itself to practical good sense. 
We are, indeed, far from ignoring the danger of applying such 
doctrines to ordinary practice. But we think that Professor 
Pigou has guarded against that danger by prescribing only for the 
exceptional case of an unprecedented war. Nor do we find, in his 
concern to minimise the privation of the majority, any trace of 
that materialism which littérateurs like Carlyle and Ruskin have 
attributed to cognate ways of thinking. Witness this estimate 
of the cost of war in the larger and truer sense of the term: 
“Compared with what this war has cost and is costing in values 
outside the economic sphere—the shattering of human promise, 
the accumulated suffering in wounds and disease of many who 
have gone to fight, the accumulated degradation in thought and 
feeling of many who have remained at home—compared 
with these things the economic cost is, to my mind, trivial and 
insignificant.” F. Y. EDGEWoRTH 
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A Study -of Industrial Fluctuation: An Enquiry into the Char- 
acter and Causes of the so-called Cyclical Movements of 
Trade. By D. H. Ropertson. (London: P. 8. King and 
Son, 1915. Pp. xiv+285. Price 7s. 6d. net.) 


Mr. RoBertTson’s book was begun to satisfy the examiners 
for the Cobden Club Prize at Cambridge, and enlarged and 
improved for the electors to Fellowships at Trinity College. Like 
almost all other works produced under similar conditions, it suffers 
somewhat as a published book from having been in the first place 
addressed to so small and select an audience. There is only a 
tiny circle of readers who will not be repelled when they open, 
say, at p. 249, and have their eye caught by such language as 
this: ‘‘ We may now add, in the light of ch. iii., § 1, that even 
if consumptive leaders find restriction easy, such restriction will 
not be in the interest of consumptive wage-earners, and that since 
constructional restriction will remove the inducement to consump- 
tive restriction, an additional argument emerges in favour of the 
former.’’ Nor is occasional over-technicality of phrasing much 
alleviated by little bursts into the picturesque, such as the follow- 
ing, inspired by contemplation of a chart illustrating American 
production of pig-iron, coal, &c.: ‘‘Of the Geryon of 1887-92 
only the first crest made an appreciable impression on this side 
of the Atlantic; and the final expansion of 1912, while it imprinted 
its kiss upon England’s forehead, was not destined to act the 
part of Prince Charming, but found the princess this time already 
awake.’’ But Mr. Robertson’s defects are superficial, while his 
substance is sound. 

Instead of casting about for some sensational discovery, he 
is content to play the part of the physician who declines to 
attribute the fact that you are feeling run down to your eating or 
not eating porridge or some other single trifle, but thinks a 
number of unfavourable circumstances have probably converged 
upon you. It is not surprising that Trade should have its ups 
and downs of health ; indeed, our wonder ought to be rather that 
they are not greater, when we reflect upon the amount of prevision 
required to keep things going steadily. Some particular crop is 
good for a year or two, and, in consequence, the price is unre- 
munerative or less remunerative than usual; what wonder if this 
sometimes produces too much effect on the minds of the producers, 
with the result that they, in their aggregate, sow too little the 
year after? Demand, too, often undergoes sudden changes which 
no one can be expected to foresee. If such things cause miscalcu- 
lations in particular trades, would there be anything surprising in 
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there being more of such miscalculations in the aggregate at one 
time than another, with the result of causing industry to be more 
successful in producing the right things at one time than another? 
Granting this, it is still, as Mr. Robertson thinks, desirable to 
make clear what are the principal original causes of miscalcula- 
tion and how the miscalculations work. 

Some miscalculations can be corrected—or replaced by dif- 
ferent miscalculations—in a day or two, like the supply of a daily 
newspaper ; others, such as those relating to cereal crops, in a 
year ; others, again, such as those made in the building of railways, 
are only proved after the lapse of much longer periods. The 
length of ‘‘ the period of gestation’’ is of the greatest importance 
in determining the duration of the so-called cycles of trade. Mr. 
Robertson is at his best in dealing with the causes and conse- 
quences of ‘‘ over-investment,’’ which comes from expecting too 
much and is ended by ‘‘disillusionment.’’ We may doubt, 
perhaps, whether he is not too determined to find none but 
materialistic origins on the supply side of the problem. <A good 
harvest, no doubt, may set the ball rolling, but is it inconceivable 
that some change in the age-composition of the people (such as 
might cause a considerable fluctuation in the annual number of 
recruits to industry), or even the promulgation of new doctrines 
in religion or politics, may be equally effective? 

On the demand side, however, he makes no difficulty about 
admitting “‘ fluctuations in human hatred ’’ as a cause of fluctua- 
tion in trade. His book was finished before the war began, and 
he was already in the Army when it commended itself to the 
Trinity electors, so that he could not, if he would, revise it in the 
light of our present flagrant example of unprecedented industrial 
activity caused primarily by the willingness of nations to promise 
to pay no matter what price for the particular commodities and 
services which they regard as absolutely necessary. Perhaps our 
present condition is not a genuine ‘‘ boom ’’—yet we can scarcely 
doubt that it will be followed by a very genuine depression, in 
which “disillusionment ’’ will take an important part. 

It would be well if every crank who proposes to explain the 
next or any future depression by the want of adoption of his 
particular nostrum were compelled to read Mr. Robertson before 
beginning, especially if it is a monetary nostrum. Readers are 
introduced to the various causes which would create fluctuations 
even if money were perfectly stable in a way which must, we 
should hope, endanger the faith of even the most enthusiastic of 
money-maniacs. EDWIN CANNAN 
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La.Germania alla Conquista dell’ Italia. By GIOVANNI PREZIOSI. 
Con introduzione e appendice del Prof. Maffeo Pantaleoni. 
Seconda edizione interamente rifatta. (Florence: Libreria 
della voce, 1916. Pp. xxxii+ 272.) 


Tus is a second edition of a work which seems to have been 
published early in 1915; a second edition, largely rewritten, or 
rather rearranged. Redactions of this sort put a student of the 
earlier edition at some disadvantage. The distinction between 
what he has read before and what is fresh is obliterated by 
changes of form and insertions of new matter; the clear impres- 
sions obtained from the first reading become blurred. We may 
obviate this sort of confusion by observing that in the present 
version sections are reproduced en bloc from the first edition, not, 
however, in their original connection, but with intercalated 
sections borrowed from La Banca Commerciale, a work in pari 
materia by the same author, which first appeared about April, 
1915. The two publications are named together as authorities 
for the important study on German methods in Italy which Mr. 
Albert Ball contributed to the Quarterly Review of last July. 
Mr. Ball’s special acquaintance with Italian conditions enables 
him to corroborate some of the reasons assigned by Signor 
Preziosi for regarding the “‘penetration’’ of Germany as danger 
ous to Italy. For instance, Mr. Ball points out some circum- 
stances which render shareholders—nowhere a very wide-awake 
class—-in Italy particularly incapable of looking after their own 
interests, so that it was the easier for the Banca Commerciale to 
obtain control of a company by purchasing a substantial block, 
though only a minority, of its shares. Professor Pantaleoni also, in 
the new Introduction and Appendix which he contributes to the 
second edition, assists us to appreciate the significance of the facts 
adduced by the author. We should also call attention to the note 
which Professor Pantaleoni appended to the first edition referring 
to the Banca Commerciale. He there clearly exhibits the dis- 
tinction between a “bank,’’ in what we may describe as the 
English sense of the term, and a credit institution engaged in 
financing industry. The latter sort of house does not require to 
keep a large amount of liquid capital—it is, indeed, astonishing 
how small a proportion of German capital served to set the Banca 
agoing. When such a bank has become an established institution 
it can exercise a formidable power by affording long credits to 
some firms, while it refuses accommodation to others. Confi- 
dential communications—informazione riservate—between inter- 
dependent banks are directed against boycotted firms. Then the 
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alliance of the Press is brought to bear against the victim—the 
Press whose influence over the mind of the average ignorant 
citizen is described by Prof. Pantaleoni with his usual felicity. 
Thus it comes about that, in our author’s words, ‘“‘when the 
Commerciale goes to war with any firm or company, whether to 
get the business into its own hands or to ruin it, it proves not to 
be difficult to create round the object aimed at an atmosphere of 
suspicion, to excite against it political prejudice, to discredit it 
morally, and to withhold from it all banking accommodation 
[creare . . . il vuoto bancario]. 

When the efficacy of these and other underhand practices is 
explained it becomes intelligible that the Banca Commerciale 
has made considerable progress in the “conquest” of Italian in- 
dustry: that it has directed the savings of the Italian people 
towards the fostering of manufactures in Germany or German 
enterprise in the East: that it has obtained control of the ship- 
ping and the iron trades, and many other branches of Italian 
industry, including the mercantile marine. ‘And who,”’ exclaims 
our author, “can compute the enormous sums spirited away by 
this system from the pockets of the Italian people with the sole 
object of realising the maximum of profit, without any concern for 
the prosperity of the country, the improvement of the working 
classes, and the political independence of the nation?” 

The picture of Italy thus strangled by the German octopus 
is dark indeed. But we may suspect some exaggeration, a ten- 
dency to overstatement, which is particularly regrettable, con- 
sidering that the subject calls for judicial impartiality in a peculiar 
degree. For many of the statements, such as those relating to 
the transactions between companies, or rather their directors, 
must be largely inferential and require to be guaranteed by our 
confidence in the judgment of the witness. The evidence which 
can be set before the public must often be of a kind which, as 
Prof. Pantaleoni observes, does not comply with the strict require- 
ments of a court of justice. Even where documentary proofs 
exist, they may not be accessible to the general public. Take, for 
instance, the surprising statement that the Socialist, Jaurés, was 
in the pay of the Germans. This is said to be proved by docu- 
ments which Urbain Gohier has adduced in his La Sociale. 
But the majority of readers, to whom those writings are not 
accessible, must be content with authority as the basis of the 
statement. No doubt the authority is good—that of Professor 
Pantaleoni. Very high authority appears to us to be required in 
order to outweigh the a priori improbability of such a statement. 








232 THE ECONOMIC JOURNAL [JUNE 


When we have ascertained the facts there remains the still 
more difficult inquiry, What conduct do they justify? Even 
Signor Preziosi admits that it is difficult to define the point at 
which the activities of foreign bankers cease to be advantageous 
and become detrimental to the country into which they have 
penetrated. Supposing that point passed, what action should be 
taken? Will it be sufficient to ensure publicity and to brand 
with infamy Italians co-operating with foreigners in the conquest 
of Italy? Or are stronger measures called for, such as Kruger, 
for instance, employed against the English, if not so strong as 
those which the Jews of old employed against their heathen 
neighbours? 

The question concerns not only the particular country which 
is invaded, but all the civilised—as distinguished from the “kul- 
tured ’’—countries. Suppose that after the present war the 
majority of the nations by concerted action secure that no one 
country will again attempt, with any prospect of’ success, to 
wrest territory from others by military conquest. Yet, as the 
energies of enterprising men cannot be entirely bottled up, would 
not the discontinuance of war constitute an additional ground for 
allowing a vigorous nation to extend itself by economic expansion, 
which should be resisted by similar pressure in an opposite 
direction, rather than by measures discriminating against aliens? 
How are we to define the arts and aims to which the odious 
character of “conquest ’’ is properly attributable from a “pene- 
tration ’’ which is really peaceful and conducive to the increase 
of the world’s wealth and the survival of the economically fit? 
In answering this question. we must be careful not to follow those 
who are influenced by the Protectionist fallacy that the gain of 
the foreigner involves detriment to the home country. Nor are 
we much moved by our author’s complaints that the foreigners 
have no ‘“‘concern for the prosperity of the country ’’ into which 
they have penetrated. Should we not rather agree with Adam 
Smith when he says, “I have never known much good done by 
those who affected to trade for the public good ’’? 

But how far does the reasoning of Adam Smith and his dis- 
ciples require to be modified when the traders under con- 
sideration are not competitors aiming each at his own maximum 
profit, but agents of a foreign State aiming at the expansion of 
that State, and in combination with each other and the State 
employing discrimination between customers and other practices 
not contemplated in the classical theory of competition? I°conomic 
theory is based upon presumptions as to the normal conduct of 
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business. Now, “these presumptions,’ as Professor Pantaleoni 
puts it, “are founded on experience. Accordingly, when experience 
shows that the character of others has features of which we were 
before ignorant, we should take account thereof in our conduct 
for the future. . . . Not without profound modifications in our 
manner of thinking and feeling, and consequently in our conduct, 
experience will have taught us that it is dangerous to devote our- 
selves to the arts of peace while a neighbour is preparing for war, 
that it is foolish to trust to treaties if the neighbour values them as 
‘scraps of paper,’ . . . that even in time of peace there is possibly a 
penetration by foreigners anticipating or preparing for war [pre- 
bellica] while clothed in the delusive forms of commerce and 
industry.” 
F. Y. EDGEWORTH 


Les méthodes allemandes d’expansion économique. By HENRI 
Hauser. (Paris: Armand Colin. 1916. Price 3.50 francs.) 


M. Henri Hauser dedicates his small volume to the Paris 
Chamber of Commerce and the other French Chambers of Com- 
merce at home and abroad. His purpose is not to preach simply 
the gospel of “Go thou and do likewise,” but rather to examine 
how and why the commercial and industrial greatness of modern 
Germany has arisen. The preface informs us that the book is 
but the hasty presentation of M. Hauser’s studies, a mere recon- 
naissance as a prelude to larger operations. Notwithstanding, it 
is an impressive study of the intensive culture of finance, industry, 
and commerce, which, in less than half a century, has wrought 
the economic transfiguration of Germany. Moreover, it brings 
us face to face with half-formed economic conceptions and possi- 
bilities at least alien to the ideas which are the current coin of 
everyday political economy. 

In distinction from France and England, Germany first felt 
her great economic impulse at a time when large-scale produc- 
tion had proved essential to economic success, and when techno- 
logical discovery was perfecting the methods of such production. 
Until 1870 political separatism had prevented the growth of the 
complex financial organisation which is at once the result and the 
foundation of modern industry. At the same time, this relative 
freedom from a past was favourable to the subsequent develop- 
ments of industry. Germany could at once take advantage of 
the new discoveries, and could adapt herself to each improve- 
ment in technical practice. In older countries, where the artisan, 
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however dimly, remains a craftsman, amortisation of capital is 
slow and plant is worked as long as the smallest margin of profit 
endures. Germany, on the other hand, was a relatively clear field. 
Her whole industrial equipment was modern ; and, more valuable 
still, she learnt the need of incessant and rapid renewal. 

The initial necessity was capital, and capital in large and 
increasing amounts. M. Hauser remarks, as the essential trait 
of German economic history, that industrial evolution has out- 
stripped the formation of capital. Capital was diffused among the 
great peasant class of Germany, who probably regarded the savings 
bank with mistrust. The concentration of capital necessary for 
the equipment and maintenance of large-scale industry was the 
function of the new German banks; and this historical necessity 
has precluded the distinction in Germany between the Deposit and 
the Commercial bank. In his sketch of the history of German 
banking, and its intimate alliance with German industry, M. 
Hauser is perhaps rather inclined to underestimate the full value 
which German commerce derived from the war indemnity of 
1870, which, if it did nothing else, provided a nucleus round which 
to rally public confidence. The risks taken by the banks were 
heavy, since liquid assets were necessarily few, and severe crises 
were often experienced. With each crisis the combination of 
banks became closer, until, in 1891, German banking became a 
strong unitary system, a hierarchy at whose head is the Reichs- 
bank, and whose members are allied in an infinity of relations 
ranging from Interessengemeinschaften to mere subjection. From 
1900 onward this hierarchy of finance became a powerful weapon 
of international policy. Its unity is the direct outcome of the 
demand for large and immediate credit. ‘Les banques alle- 
mandes sont de terribles lanceuses de papier.” Huge credits have 
always been extended to German industry and commerce; and 
only by solid mutual support could the banks maintain their 
financial stability. This elasticity of credit naturally involves the 
German banks in the direct participation in industry and com- 
merce. ‘They are represented on the controlling bodies of estab- 
lishments in which they are interested. Very often they dictate 
their policy or even manage their affairs. The perfect system of 
commercial intelligence at the disposal of the banking world is at 
the service of the German commercial world; and in itself this 
is an asset of immense value. Furthermore, Germany has 
extended beyond her frontiers her easy long-term credit system. 
Banks are established overseas, in Brazil, in South America, in 
the Levant; and even in other countries of Europe, in Italy, 
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Spain, Switzerland, Turkey, and Russia. Though the greatest 
part of the capital of these banks is non-German, yet the control 
of them is in German hands, because the German holding is repre- 
sented by a well-disciplined knot of men who act together. In 
their turn these overseas establishments become so many members 
of the great ‘‘ Etat tentaculaire’’ of Germany. 

Next to her banks,.the chief factor in the economic expansion 
of Germany is the cartel. The cartel is not like the American 
trust. It is a federative group or association of members engaged 
in the manufacture or production of some article of commerce. 
Primarily such a group comes into being owing to the incon- 
venient pressure of unrestricted competition. If the manufacture 
or production of any article is to be remunerative, there is a certain 
datum line below which the price must not fall, namely, the 
manufacturing cost. The function of the cartel is, therefore, at 
first the regulation of price in the interests of the manufacturer. 
This does not necessarily mean exploitation of the consumer. 
There are some manufactures and some functions which are in 
the nature of public services. The mining of coal, the production 
of iron, efficient transport service are necessities of modern social 
life. If they are to be left to private enterprise, then that enter- 
prise must be rewarded. The trust which works by “boosting” 
prices is the mapé«Baors of the cartel. Restriction of output is 
the time-honoured method of maintaining the “fair” price; and 
this is the means adopted by more than one English association, 
Systematic restriction of output is increasingly difficult in modern 
industry. It is much cheaper to produce goods in large quantities, 
and, therefore, in the interests of cheapness, output must increase. 
The cartel must, therefore, become not a protective association of 
manufacturers, but an active commercial instrument. Protective 
tariffs sheltered the cartel from competition in the home market, 
and, by maintaining a remunerative price at home, the cartel 
could flood the foreign market with German goods at prices which 
defied competition, even in the face of heavy tariffs. At first this 
system of “dumping” worked to the detriment of German indus- 
try. The German steel manufacturer had to pay high prices for 
his pig iron or his coal, and, in consequence, could not afford 
to sell so cheaply as the foreign steel-maker who was buying the 
“dumped” German pig iron or coal. The situation became so 
severe that, in 1903, a strict investigation of the cartels and their 
working was initiated. The result of this was that Germany 
became a huge cartel. The competition of the groups was 
eliminated. The German steel-maker or engineer could buy his 
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raw material from the German cartel at low prices, and in return 
the State established a system of bounties, whereby the deficiency 
in the profits of the cartel was filled up. The cartel now became 
an instrument of pure expansion and could operate without reflex 
effect upon German home industry. M. Hauser points out with 
vigour and clearness how this massive strength in international 
conflict is built” upon the ruins of individual liberty of action. 
This is, perhaps, rather misleading. Modern industry is largely 
in the hands of companies, impersonal societies, or small-scale 
cartels, who have very little personal or individual liberty of action 
to lose. The real sufferer is the individual German consumer. 
His burdens must truly be crushing. He must support the losses 
which discriminate dumping must entail. The cartel is willing to 
sell abroad, much below cost price, in order to conquer the market. 
This is what has taken place in Italy. Native industry is stifled, 
and the German exporter controls the market. Further, this 
system of exportation d outrance is deliberately fostered by the 
State. Railways are run at a loss by the cutting down of carriage 
rates. Freight from Breslau to Hamburg for beer in casks is 
3 mks. 76 pf. per waggon load; from Hamburg to Delagoa Bay 
6 mks. 40 pf. ; a total of 10 mks. 16 pf. From Breslau to Delagoa 
the rate is 7 mks. 08 pf., c.i.f., a rebate of more than 75 per cent. 
on the original railway charge. All these rebates are deliberately 
designed with a commercial purpose. There is no general scale 
of rebates, but a special rebate for each particular market. The 
State is subsidising industry at the expense of the individual 
citizen. 

It is here that we reach the profound difference between the 
industrial system of Germany and that of England. In England 
the interests of the individual consumer, and his only, are con- 
sulted. The activity of the State is confined to ensuring to him 
the cheap and plentiful satisfaction of his needs. The outlook is 
parochial. In Germany, on the other hand, the whole end of the 
statesman is the power of the State. By the sacrifice of individual 
interests Germany had almost completed the economic conquest of 
the world. But the burden was very terrible, and M. Hauser’s book 
contains more than one suggestion that the present war is the 
“voie courte” taken by Germany to attain her ends. The burden 
imposed by peaceful means was too heavy. That may well be 
so. State subsidisation of industry could not go on for ever; 
and, despite:the immense strength of her commercial fabric, the 
German State was heading for bankruptcy unless her economic 
conquests had so far extended that the complication of premia, 
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bounties, special rates could be abolished. Though the attempt to 
dominate the world commercially has not succeeded, one cannot 
but wonder at the solid tenacity of purpose which has directed the 
growth of German industry. It is a miracle of self-repression ; 
a lesson which must not be lost upon the world. 

S. W. Rawson 


The Ruling Caste and Frenzied Trade in Germany. By MAURICE 
Mixuioup, Professor of Sociology in the University of 
Lausanne. With an Introduction (pp. 13) by the Rt. Hon. 
Sir Frederick Pollock, Bart. Pp. xx+159. (Constable and 
Co., 1916.) 


Tuts little volume, which is a translation, is divided into two 
parts, the respective subject-matters of which are fairly well indi- 
cated by the title. The first part is an analysis of the nature 
and characteristics of the “ruling class” in Germany, which 
consists “fin part of an aristocracy of birth and in part of middle- 
class capitalists more or less recently ennobled.’’ Professor 
Millioud examines its composition, the chief articles in the code 
embodying its ambition and the reasons for its power over the 
masses, in an essay marked by insight, learning, and freedom from 
prejudice, and written with pleasing vivacity. His point of view 
is that of a neutral who, though appreciating the good qualities 
of the German people, would regard the success of the German 
Empire in the war with dismay as a disaster for the Swiss 
Republic and for the cause of human freedom. After remarking 
that, even if it be true that commercial competition is a species 
of war, most people consider that rivalry in trade should not 
produce conflicts between nations, he goes on to say that the 
Germans had looked on war as “a final economic operation, 
destined to perfect and bring all their plans to ultimate fruition.” 

Professor Millioud does not mean that the ruling class or 
classes of Germany intended to have a war whatever happened. 
He means that they were resolved to fight if their political and 
economic plans for improving the position of Germany were inter- 
fered with by other countries to an extent endangering their 
success. The great German bankers, commercial men, and 
manufacturers must have been very unwilling, on general grounds, 
to court such an injury to the prosperity of Germany as even a 
successful war would be. As regards the nation as a whole, the 
“wholesale assimilation of a people numbering seventy million 
souls by an aristocratic, almost feudal, ruling class at once pluto- 
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cratic and militarist” is, as he says, an extraordinary pheno- 
menon. 

In Part II. Professor Millioud discusses ““Germany’s Aims at 
Conquest by Trade and by War.” He refers briefly to several 
explanations of the action of the Germans, including the very 
poor one which they put forward themselves, that ‘a plot”’ 
against them having been hatched by Russia, they were taken by 
surprise and “struck first in self-defence.’ Signor Giolitti’s 
revelations dispose of this absurd plea. Professor Millioud does 
not believe in the theory widely accepted in England and many 
other countries that Germany and Austria were debauched by 
studying Nietzsche, or Clausewitz, or by the Pan-German propa- 
ganda, or that they were driven by a “political necessity ” which, 
it is suggested by some friends of Germany, compelled her to free 
herself from being “strangled” by alliances and ententes. His 
own opinion is that the chief consideration which made the rulers 
of Germany determine to fight in 1914 was an economic one. He 
believes that the German bankers, merchants, and manufacturers 
knew that, after many years of prosperity, they had got into a 
very dangerous position owing to (1) the hostility provoked in all 
countries by their tariff; (2) the certainty that in 1915, when 
the commercial treaties with Russia and other Protectionist States 
came up for renewal, they would all be revised in a sense unfavour- 
able, in the Protectionist sense, to Germany; (3) the fact that 
they had expanded their productive plant to such an extent that, 
unless they secured more and more new markets, they would 
have either to reduce their output, thus rendering part of their 
fixed capital idle, or to lower prices at home, and in either case 
diminish their profits greatly ; (4) the fact that, after the Morocco 
crisis in 1911, when the threat of the “mailed fist,” for the first 
time, failed, the Berlin money market was deprived of the financial 
support of Paris on which it had been largely dependent. He 
argues seriously, and makes a very good case for his view, that 
Germany’s ‘“‘manufacturers, financiers, and statesmen had 
dragged her so deeply and by such methods into a war of economic 
conquest that she could not withdraw. The methods employed 
were now working against her. Without having entirely mis- 
carried, victory was clearly beyond her grasp. Must she wait 
the inevitable crash, the downfall of her credit, the misery which 
must overwhelm her people, and the fury which would perhaps 
possess them in consequence?” ‘These considerations, he main- 
tains, induced the governing class generally to regard a victorious 
war, by which fresh territory might be secured and a big indem- 
nity might be won, as the only way of escape from an impasse. 
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Professor Millioud believes that the Kaiser originally “aimed 
at conquest, but in the guise of peaceful penetration.” His design 
was to develop fully the riches of Germany, a task well begun 
under his grandfather, and further to encourage his people to 
obtain control of the markets of the whole world. Under his 
influence, and with abundant backing from the Imperial Govern- 
ment, the German leaders of finance, trade, and industry “set 
themselves systematically, and hugely, to exceed the requirements 
of the home market.” The most powerful aid they received from 
the State was the tariff; but the Colonial policy, undertaken 
largely in order to secure control of raw materials, was an 
important part of the plan. As regards the methods adopted by 
the Germans in what Professor Millioud calls ‘trade warfare,” 
he attaches great importance to the stimulation of the nationalism 
of Germans who have emigrated; such emigrants do not now, 
as they did formerly, become closely assimilated with the popula- 
tion of the country of their adoption, even in the United States. 
That this policy of “infiltration,” of permeating foreign countries 
with a German element composed of Germans holding positions of 
all kinds, has been carried very far, we all know. Switzerland has 
been persistently subjected to this process, and the more easily 
because the economic relations of Swiss bankers and manufac- 
turers with their powerful neighbours were naturally close. They 
were made still closer through the acquisition by the great 
German banks and manufacturers of interests, not always openly 
avowed, in various Swiss enterprises. Professor Millioud gives a 
number of instances of the insidious growth of German influence 
and control in his own and other countries by these methods, by 
“dumping,” and by granting long credits. He also refers to the 
support, both secret and open, which German merchants, manu- 
facturers, loanmongers, and concession-hunters receive from the 
Imperial Government. All this artificial stimulation of German 
foreign trade and of the German economic organism generally 
was certain to end, for Germany, in a crisis of far greater dimen- 
sions than the normal cyclic crises to which all actively-trading 
countries are liable. Such a crisis was “due” in Germany in 
1914. Whether Professor Millioud is right in thinking that the 
big bankers and manufacturers actually advocated war in order 
to get out of this dangerous position may be questioned. It is 
more likely that they were reluctantly induced to accept it by 
assurances from the Imperial Government and the Great General 
Staff that victory, and an indemnity, were certain. 

WYNNARD HOOPER 














240 THE ECONOMIC JOURNAL [JUNE 


The British Coal Trade. By H. Sranuey Jevons, M.A., B.Sc., 
F.S.8. (London: Kegan Paul, Trench, Tribner and Co. 
1915. Pp. xii+876. Price 6s. net.) 


THE publication of this book by Professor Jevons (as a new 
volume in the series on National Industries, edited by Mr. Higgs) 
is appropriate in many ways, especially at the present time, when 
the coal industry occupies so vital a position in the national 
economy. 

The author’s name at once recalls the intimate association of 
his father, the late Professor W. S. Jevons, with the problems of 
coal production and consumption, begun nearly half a century 
ago by that epoch-making book, The Coal Question. This startled 
even Mr. Gladstone into appointing a Royal Commission to 
investigate the data relating to the thesis of this book, the im- 
portance of which is vividly recalled and repeated by several 
chapters of the volume now under review. 

The connection of Professor H. Stanley Jevons with the 
problems of the coal industry is made all the more intimate by 
his personal activities for many years in that cockpit of industrial 
warfare, the South Wales coalfields. The author has acquired 
practical experience of the problems of the coal industry not only 
as Professor of Economics and Political Science in the University 
College of South Wales and Monmouth, but also by his personal 
efforts to solve some of the most pressing social. and economic 
problems of this coalfield. For the pioneer work of Professor 
Jevons in organising a co-operative Garden City movement in 
South Wales mining centres was significant as the acceptance of 
a kind of challenge as to the practicability in application of theories 
of the chair with regard to economic and social well-being. And 
although the experiment involved cessation of professorial work 
and great financial risk, it has proved the nucleus of important 
movements for re-forming upon a new basis the social and 
housing conditions of our great coalfields. It is just a part of 
that leaven of idealism, which is essential to counteract the 
materialistic obsessions of industrialism, and which is evident ° 
throughout Professor Jevons’ book. The author’s personal 
experiences within the range of his subject have given 
a distinctive impress to the book, which is best described 
in the author’s own words :—‘‘ My purpose -has been to provide 
knowledge of facts and a point of view. It is always the lives and 
personality of the workers in an industry which appeal to me as 
the most important aspect of it, as, indeed, they are to the nation ; 
































1916] JEVONS: THE BRITISH COAL TRADE 241 


so I have grudged no space for the chapters dealing with the 
miners’ lives and their organisations.” 

The above quotation is the key to estimation of the volume, 
as it is also to the author’s former activities in South Wales. And 
in the opinion of the reviewer this quotation also embodies what 
should be the guiding principle of any objective study of industrial 
and commercial organisations, whether British or foreign. 
It is not enough that formal accounts of the dead _ fabric 
of the various industries should describe and analyse faithfully 
to the last technical detail. These are the dry bones of the 
matter that must be clothed with flesh and blood by intimate 
accounts of the personnel of the industry or branch of trade 
considered. Surely, these do, or should, count for more, or at 
least for as much, as the technical, mechanical, or material 
details. 

The public, the legislator, and the economist cannot know too 
much of the personnel, the workers of industry and commerce— 
their different occupations ; their conditions of life and work ; their 
economic and social conditions; their points of view; their 
organisations and the purposes of the latter. It is ignorance of 
such matters, caused by lack of inquiry and over-emphasis of the 
material aspects of industry and commerce, that has helped to 
cause much of the grave misunderstanding between employers 
and employees, between both these classes, the general public, 
and the State authorities, during peace and, worst of all, during 
the critical times of war. Only during the crises of strikes and 
lock-outs have the mass of the nation an opportunity to get direct 
insight into the economic and social conditions of the personnel 
of our great industries. 

Yet these conditions are of vital importance, especially in the 
coal industry, the workers in which hold the key to the productive 
efficiency of the nation. Their social and economic conditions, 
their points of view, must be understood if the problems of this 
vital industry are to be handled with success. King Coal holds 
sway largely through his workers, and is likely to do so increas- 
ingly in the future, as our author holds, with great show of proof. 
For the coal industry and the workers therein are “destined to 
play a growing part in the economy and politics of this country,” 
and, the author might have added, of the world. The increasing 
strength of the miners’ organisations (Chaps. XVII.-XX.), the 
political instinct of the miners and their leaders, the latter being kept 
up to the line by the constant criticism of the rank and file, will 
force into the sphere of practical politics questions of nationalisa- 
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’ tion of natural monopolies, working conditions, democratic govern- 
ment, and other vital issues (Chap. XX. and pp. 760-1). 

Therefore, the author rightly observes that “no adequate dis- 
cussion of such measures by the public or in Parliament is possible 
whilst there is widespread ignorance of the modern methods of 
working coal and of the conditions of the employment (and, may 
we add, of the life) of miners.” 

Such are the considerations which seem ever to loom 
before the author in defining the object and scope of his book. 
The first ten chapters prepare the background of technical 
considerations against which the social and economic aspects are 
portrayed; they deal in interesting, readable fashion with the 
conditions under which coal is produced, distributed, and con- 
sumed. These chapters are up-to-date in information and treat- 
ment, a distinctive feature being the illustration of the text by 
diagrams, photographs reproduced in black and white, and, above 
all, by a large geological map of the British Isles (nearly 24 inches 
square and coloured and annotated), forming a frontispiece to 
the book. In all there are twenty-three illustrations in black 
and white and two maps; these represent a pleasing and useful 
feature of technique, which seems eminently desirable in objective 
studies of different industries. 

Chapter I. is introductory, touching lightly upon general and 
historical aspects of the coal industry, and followed by a descrip- 
tion of the origin and nature of coals, the position and character 
of the coal seams of the British Isles. Chapter III. explains the 
modern uses of the chief kinds of coal in the two principal ways 
of either “barbarously burning” coal as a steam-raiser, or of using 
its volatile properties through distillation. The statistics of coal 
consumption for the United Kingdom (190 million tons) and for 
Europe (550 million tons), and the estimates of the possibilities 
and advantages of economy therein are interesting and important. 

Chapters IV., V., and VI. describe seriatim the coal-fields of 
the British Isles, with general references to the history, prospects, 
and methods of development, the amount and quality of their 
production, their markets and personnel. Of special interest is 
the detailed survey of the coalfields of South Wales and Kent. 
The author opens up the definite prospect of the future converting 
“the garden of England,’ and possibly the portions of Hants, 
Wilts, and Berks with concealed coalfields, into teeming industrial 
areas. The possibilities of such changes in “rural” England are 
as supremely interesting as those arising from the increased ex- 
ploitation of Irish coalfields. The subject-matter of Chapters VII., 
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VIII. and IX. are the most technical in nature, but none the less 
interesting to the lay reader because of the easy and personal 
style of description and explanation. Chapter VII. deals with 
the methods of prospecting for coal by borings, of sinking shafts, 
and opening out seams of coal ; the systems of exploiting the latter 
—coal-getting—by human labour and mechanical means are ex- 
plained in Chapter VIII. The succeeding chapter describes the 
methods of preparing coals for the market in a way which shatters 
the popular notion that coal is a raw material saleable just as it 
is extracted from the bowels of the earth. Chapter X. completes 
the destruction of this illusion by showing that the methods which 
are being increasingly adopted to utilise coal to the utmost advan- 
tage are likely to make the “by-products” of the coal industry 
(previously neglected almost criminally as “waste” products) of 
greater value than the “raw” coal itself. Thus the coking of 
small coal or “slack” in recovery retorts yields invaluable supplies 
of tar, oils, sulphate of ammonia—the sources of benzol motor 
spirit—aniline dyes, T.N.T. high explosives, &c., to say nothing 
of the producer gas, coke, briquettes made from small coal, for- 
merly wasted deliberately in some coalfields. Thus in South 
Wales the miners were not only refused payment for small coal, 
but were penalised for sending to the surface more than a small 
proportion in each tram. Chapter XI., utilising the technical 
framework indicated earlier, is a suggestive effort to apply 
economic theories, especially as regards the forces of Supply and 
Demand, in their relations to various branches of the coal industry 
and trade—e.g., as regards the price of coal, the opening, working 
and profits of coal-mines, royalties, labour supply, and wages. 
The succeeding chapter gives a practical, if brief, account of the 
conditions of buying and selling in the coal trade, home and 
foreign, including special references to the practice at the ports 
of shipment as regards mixing, shipping, trimming of cargoes, &c. 
The account of the close organisation of coal-trimmers is of special 
interest. 

The heart of the volume lies in Chapters XIV. to XXII. ; for 
these describe in intimate fashion the economic and social aspects 
of the coal industry, upon the importance of which the author 
places so much emphasis. All the chapters reveal the wealth of 
the author’s personal experiences, and have an intimate, almost 
conversational, style which brings the reader into closest relation 
with the subject. They contain much information which is original 
and the result of first-hand inquiry ; but the order of the chapters 


might be regrouped subjectively. 
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Chapter XIV. (which would be better placed immediately after 
Chapter XVIII. on Sliding Scales of Wages and Conciliation 
Boards) describes the systems according to which wages are paid 
to colliery employees ; the references to the social effects of different 
price lists for cutting coal, enforced in different districts by custom 
or agreement, are of novel significance. 

The alarming statistics of fatalities and accidents in the coal- 
mining industry are analysed and criticised in a keen but con- 
structive fashion. The essential reduction of preventable accidents 
to a minimum is clearly attainable only by the enforcement of 
legislation and inspection. The moral of the Senghenydd disaster, 
which cost 439 lives, in the third of a series of explosions, is 
emphasised. For despite the warnings and the infringement of 
nearly a score of the provisions of the Coal Mines Act, the sum 
total of fines against the manager and his company was about 
£22, or, as a local Labour paper put it, “ Miners’ lives at 1s. 14d. 
each”! Little wonder, therefore, that bitter feelings develop 
among the miners, that Syndicalists propose control of the mines 
by the miners, or that “safety strikes” occur as a method by 
which miners enforce their demands as to inspection, ventilation, 
&c.! Useful suggestions for improved conditions are the increase 
in the number, practical experience, and independence of the 
inspectors of mines, stricter enforcement of the law, and the 
separation of the business and technical functions of colliery 
management. 

Chapter XVII. traces the growth of trade unionism among the 
miners, from the organised strikes of the early nineteenth century 
and the “ephemeral unions” of 1835-60 to the stronger “‘county 
unions” of the ‘seventies and the all-powerful Miners’ Federation 
of Great Britain from 1888 up to date. The organisation, methods, 
policies, and leadership of these unions are considered in an 
interesting fashion. 

The author harks back to the central problem of his subject— 
the conditions of life and labour in the coal industry—in Chapters 
XIX.-XXII. The meaning of the claim for the payment of 
minimum wages for work under “abnormal” conditions is ex- 
plained in Chapter XIX., together with an account of the general 
strike of 1912 whereby this claim was enforced. The succeeding 
chapter describes the legislative solution of this crisis—the Coal 
Mines Minimum Wage Act, its principles, provisions, and appli- 
cation in the various coalfields. The considered judgment of the 
author is that this great advance in the establishment by the 
State of minimum employment conditions has been thoroughly 
justified by its successful working. 
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Chapters XXI. and XXII. are probably the most original and 
interesting in the book. The procedure in the mine is vividly 
described, and also the character-types of the miners in different 
coalfields—their social and political activities in trade unions, 
co-operative societies, religious, social, and political organisations 
in local and national politics. Chapter XXII. gives startling data 
as to the housing conditions in mining centres, including the 
appalling reports (official) as to overcrowded and insanitary 
dwellings in Scotland, Durham, and South Wales. Of particular 
social and moral significance are the evils of bad housing, the lack 
of pit-head baths and of accommodation for the unmarried 
“lodger” miners. The new agencies at work for solving these 
problems, especially the co-operative projects, are well described 
as to practice and prospects. 

In Chapter XXIII. the author reverts to the technical aspects 
of the coal industry, dealing first with anthracite coal, the 
European trade in which is monopolised by West Wales. 
Chapter XXIV. analyses the enormous foreign trade in coal 
carried on between different countries, showing the great pre- 
dominance of the United Kingdom as regards the overseas trade 
in coal. The considerations influencing this trade are examined, 
especially the vital effects of freight rates, which have proved a 
most important factor during the war. High freight rates are 
not only sufficient to stop a whole coal-field dependent largely on 
export trade, but by reducing the earnings upon outward cargoes 
greatly increase the homeward freights, and thus the prices for 
raw materials and foodstuffs. The importance of this reflex 
action of the export trade in coal cannot be over-emphasised. 

In view of the dependence of Europe’s reproductive capacity 
after the war, and also of the whole world’s productive efficiency 
upon coal, Chapters XXV.-XXVII. are probably the most sugges- 
tive in the book. For they deal essentially with the future of 
coal—the “coal question” of the late Professor W. S. Jevons and 
a series of Royal Commissions since the ‘seventies. For the 
workable reserves of coal are a vital asset of every country, most 
of all of the United Kingdom, whose industrial and commercial 
development has been based upon cheap coal. 

Chapter XXV. opens the way to discussion by considering the 
possibilities of the “alleged rival” of coal, viz., mineral oil, used 
as a steam-raiser and as a direct source of power through gas and 
oil engines. The author deems that recent engineering progress 
is hailed as “the dawn of the oil age” more by imagination than 
by facts. He endorses the conclusion of the Royal Commission 
“that for certain purposes oil was far superior to coal, but that 
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‘on account of its strictly limited supply it could never become a 
serious competitor of coal for general purposes.’’ Thus oil fuel 
for steam-raising and for direct use in Diesel engines presents many 
advantages as regards convenience, economy of space and labour, 
&ec., especially for marine uses. But the future annual output 
of oil at its maximum (in 1914-15) is estimated at 120,000 million 
gallons, représenting about 720 million tons of coal, or about half 
only the present world’s output of coal and lignite. 

The supply of oil does not seriously enter into direct competi- 
tion with coal. Only the heavy derivatives compete with coal 
as a steam-raiser, and even these heavy oils are increasingly 
“cracked” to obtain the lighter motor spirits; not more than 
25 per cent. of the mineral oil supply is likely to be needed for 
purposes displacing coal, and, making allowance for the future 
increase of coal output, about 6} per cent. would represent 
the margin of competition with coal. 

Already there is a need for supplements to petroleum supplies, 
sought by the distillation of alcohol from wood, potatoes, but, 
above all, from the distillation of the volatile products of coal. 
This brings us back to coal as the ultimate source of power as far 
as present knowledge applies. The future of oil is thus a part 
of the future of coal. 

The crux of the latter problem is not as to the date of ultimate 
exhaustion, but as to when the increasing price of coal caused by 
increasing costs of production and rate of consumption will become 
a check to our industrial and commercial progress. This “coal 
question ”’ is all the more serious for the British Isles in that they 
are relatively at a disadvantage as regards the problematic sub- 
stitutes for coali—sun heat, water power, carbonised vegetable 
matter, &c. 

In order to solve this “vital problem of national economics” 
statistical inquiries are skilfully used by the author in order to 
estimate the “getable” reserves of coal, the probable rate of 
production and that of consumption as regards the British Isles, 
Europe, the British Empire, and the world. The estimates of 
various authorities are considered and revised according to the 
most recent data as to the possible depth of mines and thickness 
of workable seams. Taking for the former 4,000 ft. and for the 
latter 1 ft., and allowing 10 per cent. for waste in working, the 
actual coal reserve of the British Isles is estimated at 136,000 
million tons, the possible and probable reserve at 61,000 million 
tons. The output up to 1913 is estimated at 12,577 million tons, 
or about 6 per cent. of the original supply of coal, allowing that 





1916] JEVONS: THE BRITISH COAL TRADE 247 


this includes the cream of coalfields like those of Durham and 
South Stafford. 

Estimates of future consumption of coal in, and export from, 
the British Isles are taken at a rate which indicates that by 
A.D. 2150, or 234 years hence, three-quarters of their getable coal 
reserve will have been exhausted. Long before that date the 
injurious effects of the increasing cost of coal will hamper our 
commercial and industrial supremacy, other things being equal. 
Little national consolation can be gathered from the fact that 
the coal reserves of Europe will be similarly approaching exhaus- 
tion, and that the supply of other continents as a whole is good 
for several thousands of years. The relative disadvantage of the 
British Isles is what will matter, and that will increase cumula- 
tively as the coalfields of Central Asia, China, India, and America 
are developed. 

The moral drawn is that every method should be adopted to 
conserve national capital and to increase the sources and supply 
of national wealth by improved education, research, and organisa- 
tion, especially in economic and social matters. It must be 
remembered that even now countries without coal have 
by the methods indicated developed great and _ profitable 
commercial activities, to wit, Holland, Denmark, Norway, 
Switzerland, &c. 

As regards the possible substitutes for coal in the future, the 
author looks to the use of water power, tides, direct radiant heat 
of the sun collected by mirrors; and, what is a most interesting 
suggestion, to the growth of luxuriant vegetation in tropical areas, 
to be burnt as a steam-raiser for coarser manufactures and for 
generating power transmitted elsewhere, or to be carbonised into 
briquettes for export as a fuel for temperate areas. In any case 
the author predicts that the latter will be forced more and more 
to specialise upon high-quality products and leave all coarser 
manufactures to areas producing the raw materials or the cheapest 
fuel. 

The style of the author is throughout easy and clear, although 
there are many indications of the pressure under which the volume 
was prepared, as in the repetitions of the text and the defective 
arrangement of several chapters. The value of the work is un- 
questionable. As an objective study of the economic and social 
aspects of a national industry the book marks out many new and 
valuable directions of development. As a popular work it is equally 


commendable. 
G. R. CARTER 
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. Inventors and Money-Makers. By F. W. Taussic, Pu.D., 
LL.B., Lirr.D. (New York: The Macmillan Co. 1915. 
Pp. ix+138. Price 4s. 6d. net.) 


THis book, small in size as it is, is remarkable for the con- 
vincing proof afforded of the keen perception, the cool temper and 
sane judgment, and the large diversity of interests of the distin- 
guished occupant of the Chair of Economics in a famous 
Transatlantic seat of learning. No attentive reader, we feel sure, 
would deny that in the ample range of fresh suggestion covered 
in these lectures on ‘some relations between economics and 
psychology” the usual boundaries of the former study have been 
deftly enlarged. Following the notable example set by Adam 
Smith, whose attitude, as he observes, has strangely escaped 
attention and dispute, Dr. Taussig emphasises aptly the great 
importance of “instincts” of various kinds as forces prompting 
and directing economic action. He enjoys, indeed, the happy 
privilege of discoursing on these interesting questions in an 
academic quietude refused at present to assenting or dissenting 
friends in Europe. Absorbed as we are now in the hideous pother 
of the war, we may fancy that faint echoes of that titanic struggle 
can be heard in these pages; and the “instinct of contrivance,” 
to which illuminating prominence is here given, has, as we 
have lately realised, discovered an unhappy outlet in novel weapons 
of destruction. Yet the instinct of “devotion,” which in another 
informing chapter is made to mingle an altruistic blend with the 
ingredient of self-interest that, less adulterated, imparts the pre- 
vailing flavour to the more assertive instincts of “acquisition and 
domination,’’ is now at work in the pacific dealings of manufac- 
turers and traders concerned, as a rule, with far less noxious 
products than guns or bombs, mines or torpedoes. 

The “inventors” and “‘money-makers,” we are told, are linked 
together by the circumstance that the latter body have rendered 
necessary assistance to the former; for brilliant apergus might 
often have remained imperfect or unused without the intervention 
from outside of practical capacity and business knowledge. In 
other instances, however, a propensity for money-making has 
itself been a component element of the character, curiously simple 
or perversely whimsical, of those inventors of whom some striking 
portraiture is provided in this book. But it is the presence and 
action of “instinct” which form the more general and important 
tie of connection between the two, and Professor Taussig does 
not become less acute and suggestive in his treatment when he 
proceeds from the psychology of the inventor and his special 
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tastes and impulses to the greater variety of the instincts which 
actuate the money-maker. Nowhere, perhaps, is he more con- 
vincing than when he urges, on the one hand, that the zeal for 
contrivance and the joy in work cause the impatience of employers 
with trade union rules, and, on the other hand, maintains that the 
restrictive policies embodied in these regulations, together with 
more essential incidents of the ordinary wages system, opposed 
obstructive barriers to the promptings of a similar instinct in 
working-men. The instinct of domination, again, and that of 
pugnacity may explain the encouragement of trusts by ambitious 
business organisers, while the instinct of ratiocination has betrayed 
economists into an exaggerated fondness for their conception of 
“economic man.” In consequence they have not paid sufficient 
heed to the reality of the réle played by the idealising instinct of 
devotion in the concrete concerns of trade and industry. 

In conclusion, we would remark that the last reproach the 
book deserves is that of being ‘‘frothy.’’ Such a fault, Professor 
Taussig rightly fears, may be incurred by the incautious in 
reckoning instincts of an altruistic kind among the influences 
affecting economic conduct. But the admirable sense which has 
characterised his own earlier writing on the main familiar topics 
of an authoritative exposition of economic principles has secured 
him from peril of this kind. In his opportune excursion into these 
new attractive by-paths he has indeed made fresh additions to 


economic knowledge which cannot fail to be of use elsewhere. 
L. L. PRicz 


Black and White in the Southern States. A study of the race 
problem in the United States from the South African point 
of view. By Maurice 8. Evans, C.M.G. (London: Long- 
mans, Green & Co. 1915. Pp. xii+299. Price 7s. 6d.) 


THE object of this book is to find a modus vivendi between 
black and white, and the author’s knowledge of conditions in 
South Africa affords him a valuable starting-point in his investi- 
gations. <A brief consideration of the various manifestations of 
race prejudice leads to the conclusion that the feeling is most 
intense where the races are farthest apart, physically, mentally, 
and spiritually. In South Africa and in the Southern States of 
America race prejudice is at its maximum. This instinct is not 
to be lightly condemned : it has a protective element which guards 
the race from admixture and possible degeneration. There are 
those who hold that differences between races are superficial, and 
will rapidly disappear in a similar environment. This theory, 
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in the author’s opinion, is devoid of foundation, and is arrived at 
by judging a race from a few isolated individuals. No change of 
environment can, in a short time, materially change the spirit 
of a race. But when prejudice leads to hostility and hostility to 
hatred, what might be a salutary protection may become un- 
warranted tyranny. 

The history of the negro in the United States is an almost 
unrelieved tragedy. When the Civil War closed the South was 
left in utter chaos, and the negro was confronted with the hardest 
task that ever fell to the lot of any human being. Without educa- 
tion, traditions, or guidance of any kind, he passed direct from 
slavery to political as well as personal independence. He was 
never allowed to profit by his new privileges. In any case he was 
incapable of rising to the situation. At the best, the negro is 
emotional, vain, indolent and extravagant, lacking in foresight, 
devoid of enterprise and of organising or inventive ability. At 
the worst, he would rather steal than work, and prefers living on 
the proceeds of prostitution to either. City life has proved a 
veritable death-trap for the black man: he has not the stamina 
to resist its temptations and sinks rapidly to the lowest depths of 
destitution, degradation, and crime. He has shown no aptitude 
for commercial and industrial pursuits ; in the professions he has 
achieved little ; in domestic and personal service he has made no 
progress, and has no particular prospects. But as a farmer he 
has made good, and it is here that the hope for the future lies. 

The real grievances of the negro are, perhaps, not so well 
known as they might be. Everyone has heard of the Jim Crow 
car, and of the exclusion of the coloured man, whether by State 
regulation or by public opinion, from hotels and places of amuse- 
ment. What is not common knowledge is that various devices of 
political chicanery deprive him of the use of the vote which the 
Federal Constitution has granted ; that he does not get impartial 
justice in the courts; and that he is seldom quite free from the 
danger of persecution. It is true that in the Northern States he 
has no open bitterness to face. Here he may ride in public 
conveyances; he may get the poor man’s justice; he may vote, 
since he is numerically too insignificant to count; and he may 
work in such occupations as the white man has no use for. But 
the Trade Unions will not admit him, and, in any case, he is no 
fit competitor in an atmosphere of enterprise and hustle. 

After a survey of the situation, remarkable alike for the 
moderation of its tone and the impartiality of its judgment, the 
writer expresses the hope that the worst point may have been 
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reached in the relations of black and white and that we may look 
for improvement in the future. He has not, however, succeeded 
in showing much ground for hope, and his own expression lacks 
conviction. Fifty years of legal freedom and of considerable 
educational and industrial opportunity have only brought the race 
to the verge of catastrophe. It is too late now for the old panaceas 
of deportation to Central Africa or complete segregation within 
the country. The white settler has made every domain his own, 
and space is no longer available. The negro’s only hope lies in 
his opportunity for settling on the undeveloped land in the 
Southern States. In those rich and fertile districts every labourer 
can save out of his wage enough to buy land and prosper. In 
this respect the negro in the Southern States is far better off 
than the native of South Africa ; better off, indeed, than the British 
working-man. Will he rise to the opportunity and take it before 
it vanishes for ever? His truest friends, whether white men or 
the more fortunate of his own race, have devoted themselves to. 
helping him in this direction. They work for social service, for 
moral improvement, for a clean and decent home life. This was 
the aim of Dr. Booker T. Washington, the ideal embodied in 
institutions such as Hampton and Tuskegee. A rival movement 
is that led by Dr. W. E. B. du Bois, the school of no compromise, 
which takes its stand on the text of the Federal law, and demands 
equality in all respects. It has no constructive policy, and lives 
by the exploitation of grievances. It makes its appeal, in the 
main, to qualities which the negro does not possess, and demands 
efforts of which he is incapable. Those who can respond are the 
men of mixed descent, the real victims of the system. In the 
United States every man who has the least trace of African blood 
is a negro. In no circumstances will he be admitted to white 
society, and any attempt at deceit would be suicidal. The man 
of mixed blood has accepted the position. But the iron has 
entered into his soul, and the disabilities, social, industrial, and 
political, which do not mean much to the black man, are to him 
intolerable. His problem would, indeed, appear to be insoluble, 
and the only suggestion made is that the white man shall develop 
qualities of restraint, which he has never yet shown anywhere, 
and refrain from adding to the numbers who have this lot to bear. 
If the negro has yet to learn the elements of a clean, healthy, 
honourable life, the white man has an even harder lesson. He 
must preserve the purity of the black race as jealously as he 
guards his own. The sin of the white man against the black, 
as Mr. Evans points out in his summing-up, lay not in slavery, 
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nor in economic exploitation, but in the degradation of the negro 
race by illicit intercourse. Here, at all costs, the white man must 
learn to act as he talks. Further, he must stop lynching and 
mob violence. He must frankly face the fact that the races are 
different and that a measure of separation is essential, but that 
the black man must have the full protection of equal justice and 
the equal opportunities which he himself enjoys. He can afford 
to discard his favourite bogey of negro domination; there is 
nothing in the character or capacities of the negro to lend it the 
slightest justification. The American treatment of the problem 
has proved a complete failure. The experiment, generous no 
doubt in intention, of giving a backward people equal political 
rights and leaving them to make what they can of the situation 
has proved a tragic farce. Moreover, it has blocked the way to 
alternatives that might have been successful two generations ago. 
To-day the only comfort which the author can derive from an 
investigation carried out with sympathy, insight, and impartiality, 
would seem to be that, although no issue is in sight, the problem 


need not ultimately be insoluble. 
H. REYNARD 


The Wealth and Income of the People of the United States. By 
WILLFORD ISBELL KING, PH.D. (New York : The Macmillan 
Company. 1915. Pp. xxiv+278. Price 6s. 6d. net.) 


THE main object of this book is to present in a form capable 
of being understood by the non-technical reader a broad and 
comprehensive survey of the growth, present amount, and dis- 
tribution of the wealth of the people of the United States. The 
author also discusses more broadly problems connected with the 
distribution of wealth, the condition of the working classes, &c. 
The subject is essentially one which requires statistical analysis, 
and the book accordingly contains numerous tables and diagrams. 
But as the author is writing not merely for professional 
economists, but for others also who take a more general interest 
in economic affairs, he contents himself as a rule with presenting 
results, and does not enter into detailed discussions of statistical 
methods or of the value of the material with which he deals. In 
the hands of a less capable statistician than Dr. King the value of 
the work might be seriously impaired by the adoption of this 
method of presentation. Dr. King, however, possesses a thorough 
grasp of statistical method, and we are inclined to think that 
considerable reliance may be placed upon his results. The 
statistical material, obtained largely from successive United States 
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Census returns, can indeed be accepted only with a wide margin 
for possible error, but the author repeatedly shows that nobody 
is more fully conscious of this than himself. He frequently notes 
the extent of the possible error in the statistics. 

After two introductory chapters, the author begins his 
statistical presentation by an account of the changes in the social 
wealth of the American people during several decades past. The 
conclusion, as might be expected, is to confirm the popular impres- 
sion that ‘‘as far as dwellings, furnishings, vehicles, clothing, &c., 
are concerned, we live in a state of luxury that our fathers knew 
not of.” Considerable interest attaches to the next chapter, in 
which the author examines the distribution of wealth among 
families in Wisconsin, comparing it with the distribution 
in Prussia, France, and the United Kingdom. He presents his 
results largely in the form of graphs, showing the deviation of the 
actual distribution from the line of equal distribution. The con- 
clusion reached is that there is “‘no marked difference in the dis- 
tribution of wealth in France or Prussia in 1908 from that in 
Wisconsin in 1900.” This Dr. King explains on the supposition 
that, “given a competitive system of industry and trade, and 
similar laws of property and contract, wealth tends to be dis- 
tributed in proportion to certain natural qualities inherent in the 
human mind.” The much more uneven distribution of wealth in 
the United Kingdom he sets down to the laws of inheritance. 
So far as the United States is concerned, the author argues from 
Wisconsin and Massachusetts statistics of deceased estates that 
“there is no marked progress towards greater concentration in 
the hands of the few.” 

Chapters VI. and VII., which treat of the national income 
and its distribution among the factors of production, are also of 
considerable interest. The explanations which the author offers 
for the phenomena revealed, however, cannot always be accepted 
without question. This is notably the case with regard to his 
explanation of the falling off in recent years of the proportion of 
the national income going to labour, and the decline of com- 
modity wages. His conclusion is, broadly, that the law of 
diminishing returns from land has come sharply into operation in 
America in the last twenty years ; that the American labourer has 
been unable to withstand immigration of low-paid labourers from 
abroad, and that commodity wages of American labour have, 
therefore, been forced down. He admits, indeed, that the falling 
off in commodity wages may be partly due to money wages having 
lagged behind commodity prices, but he does not inquire whether 





[JUNE 


254 THE ECONOMIC JOURNAL 


new inventions and the law of increasing return in manufacturing 
industry may not have more than offset the growing difficulty of 
wringing produce out of the land. Nor does he discuss the effects 
of the trusts, while the fact that the fall of commodity wages 
extends also to Europe appears largely to escape his attention. 
The autHor cherishes intense animosity against the poor 
European immigrant and his ancestors, but we cannot regard as 
very wise or informing the answer which he gives to a question 
which he propounds—Why did the ancestors of the present genera- 
tion bring into the world children whom they could afford neither 
to educate nor to train for some occupation the products of which 
were sufficiently in demand to make a living wage easily secured ? 
His reply is: “Simply because these same parents were either 
incompetent, ignorant, or unwilling to restrain their animal 
passions.” Fortunately, such quotations are not typical of the 


author’s work. 
C. K. Hopson 


Old Age Pensions. By H. J. Hoare, B.Sc., LL.B., Clerk of 
the Local Pension Sub-Committee for Camberwell and 
Lewisham. Introduction by Sir Laurence Gomme, F.S.A. 
(P. 8. King and Son. 1915. Pp. 196. Price 3s. 6d. net.) 


THIS is a clear and very sensible account of the working of 
the Old Age Pensions Acts, which will be useful to members of 
local pensions committees and to social workers and others whose 
friends are approaching the financial haven of seventy years. 
It is interesting, on the theoretical side, as a study of one of 
the ever-multiplying points at which local and central adminis- 
tration meet—in this case with little friction. The author’s 
attitude, however, is that of the official, full of enthusiasm for 
the Acts under which he has worked, not that of the local repre- 
sentative or the theorist. Throughout the book he gives a 
straightforward account of actual procedure, some practical sug- 
gestions, but little discussion of principles, of abstract questions as 
to rights and wrongs of non-contributory pensions, or the logical 
relation between pensions and poor-law relief. Much has been 
written elsewhere on these subjects, and the reader may be grate- 
ful for the author’s abstention. 

The book (written just before the war) begins with an explana- 
tion of the meaning of eligibility for a pension, with regard to 
age, nationality, and means. Some strange anomalies still exist, 


even under the Act of 1911, which smoothed away many diffi- 
culties. Thus “a person claiming a pension who lives in his 
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own house . . . may have his means estimated at, say, £34, the 
net rateable value of the house, which deprives him of a pension ; 
but as soon as he moves to another house of the same character, 
his means are one-twentieth of the capital value of the house, 
say £300, which is £15, and he is entitled to a 5s. pension” 
(p. 63). Then there are complications about the assessment of 
charitable allowances as part of income, which are perplexing 
those who now wish to supplement the State pension as an offset 
to war prices. 

The poor-law disqualification is practically gone—its present 
position might be more clearly stated in the book—but the 
anomaly remains that, while an individual may receive the Old 
Age Pension when he is in a workhouse infirmary, this stops 
when he moves across into the workhouse itself, and in neither 
case do the ratepayers benefit from the taxes. Up to March, 
1913, only 366 appeals had been made against decisions of local 
committees that applicants were ineligible on the score of previous 
idleness; so far had these committees carried their reluctance 
towards inquisitorial inquiries into an applicant’s past. The 
statistics quoted as to the effect of pensions on pauperism and 
its cost are interesting. ‘It would appear that the actual saving 
to the rates in London (from the Old Age Pensions Acts) would 
be ... a 2d. rate on the assessable value of London; whereas 
the cost of old age pensions in London ... is equal to a rate 
of 4d. in the pound ” (p. 177). 

Chapter VIIJ. describes the machinery by which the Acts are 
worked—machinery shared between the Board of Customs and 
Excise and the local pensions officers, the Local Government 
Board, the local pensions committees, with the Postmaster- 
General and the Treasury in the background. Authorities thus 
trained in adaptability to the official routine of different depart- 
ments, and in assessing quickly working-class incomes, were 
naturally selected to deal with the military and naval dependants’ 
allowances in the stress of the autumn of 1914. 

The author urges that the present law as to the inalienability 
of Old Age Pensions should be altered in the case of lonely and 
infirm pensioners who cannot take adequate care of themselves ; 
that administration should be simplified by handing over the 
Local Government Board’s share of control to the Board of 
Customs and Excise (but surely the Local Government Board 
is the last authority to be left out); that charity, and especially 
endowed charity, should be better co-ordinated with old age 
pensions; and that a pension should be suspended after four 
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weeks’ payment when the recipient is in a workhouse infirmary. 
He scouts the suggestion of transferring a pension to the 
guardians and of thus relieving the rates from the taxes, equally 
in the case of a person receiving ordinary and medical indoor 
relief under the poor law. The present demarcation between the 
forms of public assistance for people over seventy is, however, 
quite illogical, and war conditions and prices are constantly 
making this more apparent. 

There is no index, which is a real defect in such a work. 


Otherwise it is an excellent and human handbook. 
C. V. BUTLER 





























NOTES AND MEMORANDA 


THE MONETARY DIFFICULTIES OF EARLY COLONISATION IN NEW 
ZEALAND. 


Government Debentures as Inconvertible Paper Money. 


NEW ZEALAND became a Colony of the British Crown in 1840. 
It did not receive representative Institutions until 1852. The 
experiences of the Government during the first few years after 
the proclamation of British Sovereignty bore ample testimony to 
the difficulties which the lack of banking facilities and a suffi- 
cient currency can occasion. 

Prior to the cession of autonomy the Colonial Government was 
but an arm of the Imperial Government, and was carried on at 
the latter’s charge. It was estimated by the Colonial Secretary 
that in 1844 the missionaries and military of New Zealand drew 
£60,000 from England. To this annual charge upon the Mother 
Country had to be added the salaries of the civil servants. This 
involved heavy drafts upon England, and explains the great excess 
of imports over exports in the infancy of the Colony. In 1842 
Wellington imported goods to the value of £38,840 from England, 
while her exports to that country were nil; and in the same year 
her exports to the United States of America were £12,156, and 
her imports from that country £73,748, showing that Great 
Britain was ‘partially defraying the cost of colonial government 
through America. There being always a balance payable by Great 
Britain to New Zealand, Governors were in the habit of drawing 
bills on the Imperial Treasury in anticipation of money to be 
received. These bills were sometimes discounted by the local 
banks, the Union Bank of Australia, and the New Zealand Bank- 
ing Company, and sometimes circulated as a form of currency, 
when they were accepted by creditors of the Government in pay- 
ment. They always bore interest ranging from 5 per cent. to 
8 per cent. The Bank’s ordinary rate of discount was 124 per 
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cent., but the Government could generally arrange with it for the 
transmission of money from England for a commission of 5 per 
cent. Besides negotiating bills on the Treasury, the Government 
paid for much of the land it purchased from the Maoris by land 
scrip. This scrip consisted of promissory notes of the Govern- 
ment charged upon the Colonial Exchequer, and payable as funds 
became avdilable. In 1856 fhe Hon. Mr. Sewell stated in the 
House of Representatives that there was afloat at that time 
£100,000 of land scrip. 

The early years of colonisation in New Zealand were not years 
of prosperity, but of much hardship and inconvenience, arising 
from the absence of the ordinary accessories of civilisation. For 
the most part a great deal of labour and capital required to be 
expended before cultivation of the soil could be fruitful. Much 
of the land was covered with dense forest and much of it was 
swamp. It was common to measure progress in those days by 
the number of acres that had been cleared of bush. The settlers 
were ill-provided with capital, and dependent upon colonising 
bodies such as the New Zealand Company for the land upon which 
they settled. Troubles without end encumbered the activities of 
the New Zealand Company. Settlement was hindered by long 
and angry disputes over land claims. The Maoris were a constant 
source of peril. There were no facilities of communication between 
place and place. The country was roadless and bridgeless. For 
many years the colonists were largely dependent upon other coun- 
tries for the supply of a great portion of their substance. To add 
to these natural embarrassments the immigrants counted too many 
artisans and clerks among their number. The proportion of these 
needed was small until the primary industries had become well 
established. The Bay of Islands Advocate of November 18th, 
1843, bewails the general depression, and ascribes it to there being 
too many shopkeepers and mechanics and not enough tillers of 
the soil. Many of the colonists, too, it must be admitted, jour- 
neyed to New Zealand, not for the purpose of permanent settle- 
ment but in order to make a speedy fortune out of land trans- 
actions and other speculative dealings. They came furnished 
with a little money for speculation—not for capital to be employed 
in developing the country’s resources. To these troubles were 
added frequent Maori uprisings and incompetent administration 
of the colony’s affairs. No doubt the difficulties of government 
in those early days of colonisation were tremendous, and would 
have taxed the resources of the ablest men. Nevertheless, after 
making all allowances, Governors Shortland and Fitzroy must be 
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charged with an aggravation of the difficulties. On April 19th, 
1843, a Memorial of Grievances was addressed by the settlers to 
Lord Stanley, Principal Secretary of State for the Colonies. 

One act bitterly complained of had reference to certain bills, 
amounting to £5,000, drawn by Governor Shortland upon the 
Imperial Treasury. The Colonial chest was empty, and the 
Governor was pressed for-means for carrying on the administra- 
tion. Anticipating difficulty in negotiating the bills in New 
Zealand, he forwarded them to Sydney to an agent, upon whom 
he drew for the amount of the bills. The memorialists stated that 
had the bills been offered to colonial merchants they would have 
secured purchasers at par, thereby securing a good price to the 
Government, and assisting the importers in providing means to 
meet their debts to Great Britain. Instead of this mutually 
beneficial course being adopted the bills were sent to Sydney. 
There, after remaining for some time unsold, the drafts drawn 
against them for immediate use of the Government were dis- 
honoured, to the great loss of those who negotiated them. They 
were then handed over to an agent and sold at the unreard-of rate 
of 15 per cent. discount. Such were the best terms upon which 
the bills could be disposed of, although secured by debentures to 
which the revenue of the Colony was pledged. 

The difficulties of government, the constant need of money, 
and the equally constant reluctance of Downing Street to supply 
it, are indicated by the following from the despatch of Lord 
Stanley, dated October 27th, 1844 :—‘‘In your despatch No. 11 
you make pressing application for assistance from this country in 
clearing off existing debts of the colony and in defraying the 
necessary annual expenditure. The Government of New Zealand 
has already been warned not to place any further reliance on 
large and undefined assistance from the funds of this country.” 

Time and again the Government was at the end of its 
resources, with the Maoris in rebellion and creditors pressing on 
all hands. The issuing of bills on the English Treasury was often 
the only means of carrying on. Governor Grey, in a despatch to 
Lord Stanley, October 18th, 1842, intimated that he had drawn 
on the Lords of the Treasury for £13,976 8s. 3d. to pay debts 
owed by the local Government; but the Imperial Government 
was reluctant to honour unauthorised drafts, and this reluctance 
made bills of uncertain value. In December, 1843, the Imperial 
Government stated that it would assist local revenues to the extent 
of £7,000 only per year. Governor Hobson had previously nego- 
tiated three bills of £5,000 each with one Mr. J H. Wray, but 
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their acceptance had been refused by the British Lords Com- 
missioners. Authority, however, was given by despatch of April 
10th, 1848, to issue debentures for the amount of these bills. 
Purporting to act upon this authority Governor Fitzroy issued a 
number of debentures without consulting his Council and without 
publishing the despatch referred to. 

The histofy of these debentures throws a flood of light on the 
monetary conditions of the time. When Captain Fitzroy arrived 
in 1843 he found an almost empty treasury, and by April, 1844, 
the Government was practically penniless. He appealed to the 
Imperial authorities for relief, but the urgency of the matter would 
not admit of the delay incident to waiting for a reply, and, 
bethinking him of the despatch authorising debentures, he began 
the payment of debts by Government debentures. The despatch 
only authorised the issue of debentures to meet a specified debt 
of £15,000; Captain Fitzroy used it as a convenient form of 
currency to pay debts generally. The Colonial Treasurer one 
morning on going to his office found the intended issue character- 
ised by the following words painted on his door : ‘‘ Notice—This 
shop to open shortly with a prime stock of bran new debentures.” 
The misgiving, however, with which the expedient was greeted 
did not deter the Governor, whose plight indeed was well-nigh 
desperate. In May a great many long overdue payments were 
made in what were at the time dubbed “Government rags.” The 
recipients were from the first distrustful, and one man within a 
week after they were issued offered forty 20s. debentures at public 
auction. They realised only 17s. to 18s. each in coin. The result 
of this auction caused quite a financial panic on a small scale. 
The New Zealand Banking Company found its notes immediately 
involved in the same suspicion. There ensued a “run” on the 
Bank in Auckland. The debentures had only been issued a week 
when depositors were to be seen rushing to the Bank demanding 
the return of their deposits in coin. The situation was acute, and 
Dr. Martin and Mr. Whitaker, two prominent citizens of Auck- 
land, held a hurried interview with the Governor, the outcome of 
which was a proclamation making the debentures legal tender. 
This eased the Bank, and it began to return deposits in deben- 
tures, thus immediately arresting the demand. Having embarked 
on the perilous course of inconvertible notes, it was difficult to 
stop, and the Governor issued debentures of 5s. and 10s. on the 
pretext of providing a convenient circulating medium of low 
denomination. The depreciation of the notes was shown in the 
premium of gold, and the gold was largely withdrawn from 
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domestic circulation. The example of the Governor was soon 
followed by merchants, who issued their promissory notes to be 
used in the place of small change. Considerable quantities of 
notes of 3d. and 6d. found their way into circulation. 

Governor Fitzroy found that while it was a simple matter to 
issue Government notes it was a very hard matter to induce 
tradesmen to accept them at their face value. Hence arose his 
hurried investing of them with the quality of legal tender. Having 
done this, he sought to cover his action by obtaining the sanction 
of his Council, and on May 7th, 1844, it was proclaimed in the 
Government Gazette that a Bill would be laid before the Legis- 
lative Council at the earliest possible period to authorise the issue 
of debentures to the amount of £15,000 and to make them legal 
tender. At the same time the despatch of April, 1843, was 
published. 

Accordingly, on May 16th, 1844, the Council passed “An 
Ordinance to authorise the Governor of New Zealand to issue 
debentures and to make the same legal tender.” This was one 
of the first measures passed by the Legislative Council of New 
Zealand. It was not carried without question, and indeed evoked 
considerable discussion. From this debate it appears that the 
Colony was in immediate want of a circulating medium of an 
undoubted character. The bank-notes of the Union Bank and 
the New Zealand Banking Company were inadequate to meet 
commercial requirements. The Governor estimated the circulat- 
ing medium of New Zealand at the time at £18,000 and Dr. 
Martin at £10,000. It was proposed to issue Government deben- 
tures to the amount of £15,000 bearing interest at 5 per cent. per 
annum. Although the real ground for turning Government deben- 
tures into money was the embarrassment of the Government, the 
need of an increased circulating medium was admitted by all the 
Colonial newspapers, and can scarcely be gainsaid. ‘lo meet this 
need the debentures were issued in sums as small as 5s. and 2s. 
They were also issued in triplicate for convenience of remittance 
to Sydney. 

Unfortunately the Ordinance was not in accordance with the 
authority of the Imperial Government, and when forwarded for 
the Royal sanction was disallowed. Indeed, when the Bill was 
before the Legislative Council in New Zealand, Mr. Brown, a 
member of it, challenged the legality of making the debentures 
legal tender. The Governor, however, informed the Council that 
he had sufficient authority from the Queen to issue them as 
proposed without the sanction of the Council. That he exceeded 
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his. instructions is clear from a despatch from ord Stanley to 
Governor Fitzroy, dated October 27th, 1844, which reached New 
Zealand about April the following year. 

The conduct of Captain Fitzroy in issuing inconvertible deben- 
tures as currency was the subject of strong animadversion by the 
London Press,! and occasioned many references in the British 
Parliament. These references are collected in the New Zealand 
Journal, 1845-46. In his despatch accompanying the debenture 
Ordinance the Governor says in a postscript, “I ought to add that 
the issue of debentures as a paper currency (however contrary to 
my instructions) and making them a legal tender has saved the 
Colony generally much misery.” It is perfectly clear that in 
authorising the issue of debentures as a means of postponing the 
payment of an ascertained debt it never entered the mind of the 
British Colonial Secretary to sanction a policy of creating deben- 
tures as a medium of general exchange. 

Captain Fitzroy’s necessities would not permit him to carry 
out the instructions contained in the despatch of October 27th, 
1844. Without the knowledge of the Colonial Secretary he 
had already issued debentures far in excess of the pur- 
ported authority of the Ordinance of April 10th, 1848. 
Instead, now, of replacing debentures already in circula- 
tion with new £50 debentures, he issued the latter with- 
out recalling the former. Indeed, on April 10th, 1845, 
the Legislative Council passed a resolution in the following 
words : “That it appears to this Council that the issue of deben- 
tures under existing circumstances should be extended sufficiently 
to pay off the debts due by the Colonial Government, and that the 
interest on such debentures should be a first charge on the 
Colonial Revenue.” The greatest alarm was occasioned in com- 
mercial circles, and on July 2nd, 1845, a public meeting was called 
in Wellington to protest against the policy of the Governor with 
respect to debentures. 

A memorial was presented to the Governor requesting informa- 
tion concerning the quantity of debentures in circulation. Need- 
less to say, the information was not forthcoming. According to 
the Spectator (New Zealand), the debentures had driven the coin 
and bank-notes practically out of circulation. ‘The currency of 
Auckland consists entirely of debentures.” The speech of 
Governor Fitzroy to his Council on April 5th, 1845, sufficiently 
estabiishes the recklessness with which debentures were issued. 


1 The London Times, 15th May, 1845, and The Morning Chronicle, 16th March, 
1845. 
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“He thought it right to give the best security he could; he should 
therefore pay the arrears with the new debentures of £50 and 
upwards, which would bear an interest of 8 per cent. The resolu- 
tion of payment of only half salaries would be rescinded, and the 
new debentures would be, if not actual payment, security until 
he ascertained from England how far the Home Government 
would assist us.” ; 

From the Governor’s embarrassments there was no possi- 
bility of extrication with honour. Before the close of April, 1845, 
Lord Stanley’s despatch of October, 1844, commanding the 
Governor to recall the debentures had been published in the Press 
of the Colony. As nothing was done to execute these commands, 
and it was well known that debentures to an amount of far more 
than £15,000 had been issued, the debentures rapidly depreciated. 
Being illegal, they could not very well be legal tender. 

By the end of 1845 they had fallen to 20 per cent. below their 
face value. These excesses of Governor Fitzroy in conjunction 
with other marks of maladministration occasioned an almost 
unanimous demand for his recall. 

Captain Fitzroy was accordingly recalled, and Captain Grey 
(afterwards Sir George Grey) was appointed on November 18th, 
1845. He immediately prepared to put into effect the orders 
contained in the despatch of October, 1844, and the subsequent 
despatch of April, 1845, disallowing the Ordinance of May, 1844. 
On November 22nd, 1845, it was announced in the Government 
Gazette that “the Lieutenant-Governor will lose no time in 
making the best arrangements that the means at his disposal will 
admit of for obviating the difficulties and inconveniences which 
in the present state of the circulating medium of the Colony may 
result from the disallowance of the above-mentioned Ordinance.” 
Governor Grey was supplied with £15,000 by the Home Govern- 
ment for the redemption of the debentures issued under the 
Ordinance, and only discovered on arrival in the Colony that three 
times that amount had been issued. Finding it impossible to 
redeem them all, he offered to pay one-fourth of the debentures in 
specie and the remainder in funded (irredeemable) debentures 
bearing interest at the rate of 8 per cent. per annum. 

This is the only period in her history when New Zealand has 
had an inconvertible currency. It arose, like all such money, out 
of the financial necessities of the Government. Those necessities 
in New Zealand were largely, but by no means altogether, the 
outcome of Governor Fitzroy’s blundering administration. He 
was quite unfitted for the task imposed upon him. The most 
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important question of the time was the settlement of the land 
claims. It does not come within the scope of my inquiry to 
attempt to assess the merits of the fierce controversy that for 
many years raged round this question. There seems to have 
been an over-eagerness on the part of land speculators, whose 
dealings with the Maoris occasioned endless disputings concerning 
title. Whatever the Governor did seemed to make confusion 
worse confounded. His incompetence precipitated wars with the 
Maoris and hindered the colonising activities of the New Zealand 
Company. He so badly mismanaged things that he cut off pretty 
well every source of local revenue and enormously increased local 
expenditure. His plight was such that he had to repudiate the 
Colony’s creditors and stop the machinery of administration, or 
resign and transfer the muddle to his successor, or issue deben- 
tures to be paid at a future time when conditions were improved. 
He issued the debentures first and sought authority for them 
afterwards. Under cover of sanction to issue debentures to cover 
dishonoured bills on the Treasury drawn by Governor Hobson, he 
obtained the consent of the Council to the Ordinance of May, 
1844. He had in the meantime informed the British Govern- 
ment that he had issued some debentures and made them legal 
tender. While the Ordinance was on its way to England to 
obtain the Royal approval, Lord Stanley despatched instructions 
to recall the debentures which he had learned had been issued, 
and when he afterwards received the Ordinance he promptly 
secured its disallowance. But long before this had taken place, 
not £15,000 but £45,000 of debentures had been issued. There is 
little doubt that this paper currency, by making the medium of 
exchange of uncertain value, emba.rassed the trade and industry 
of the Colony, and greatly increased the depression which more 
or less affected New Zealand owing to the financial distress of 
Australia. While banks were closing doors in Australia, the 
Government of New Zealand was issuing inconvertible notes. 
Lord Stanley admitted in 1844 that these drafts had become 
unsaleable. Then came the last desperate expedient. As the 
drafts could not be turned into cash wherewith to pay debts, they, 
in the form of debentures, were forced upon creditors in lieu of 
cash. 

It is not easy to see a legitimate course that was practicable 
to the local Government at that time. It must also be remem- 
bered that the repudiation of the legal-tender debentures greatly 
accentuated their depreciation and intensified the embarrassment 
of business. No doubt such disavowal was necessary. lt would 
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out them, the Government would for a season certainly have 
come to a standstill. The Imperial Government should have 
recognised the difficulties, and furnished the Colonial Government 
with adequate funds. 


Il. 
Convertible State Notes. 


While such experience was fresh in the memory of colonists, 
while indeed the greater proportion of the illegal State notes were 
still unredeemed, Lord Grey sent to Governor Grey an important 
despatch urging the establishment of a State Bank for the issue 
of convertible bank-notes. The despatch was dated February 2nd, 
1847, and the following important extract from it was published 
in the Government Gazette of July 8th, 1850 :— 

“The discussions which have taken place of late years, and 
more especially the proceedings of Parliament upon the occasion 
of the last renewal of the Bank Charter have, I apprehend, in 
the judgment of those whose authority is of most weight on this 
subject, finally settled the principles upon which a paper currency 
ought to be regulated. Although a regard for existing interests 
‘has prevented these principles from being acted upon in this 
country to their full extent, there is no longer much difference of 
opinion as to the general nature of the system which an adherence 
to them would prescribe. In New Zealand I believe that no such 
interests have yet grown up, though they would not fail speedily 
to do so; it is, therefore, I trust still possible in that Colony to 
secure the great advantages which could not fail to result from the 
establishment of a paper currency regulated upon the most correct 
principles. ‘The view which I take of these principles is as 
follows : The business of banking, or of dealing in money, and 
that of issuing paper money, I consider to have not merely no 
necessary but no proper connection with each other. The former 
is a branch of commercial business which should be left, like every 
other, to private enterprise ; but to issue money, that is, to furnish 
the authorised medium of exchange, is one of the peculiar and 
not the least important functions of the Government. With 
respect to the coinage this principle has always been recognised, 
nor is there any attribute of Sovereignty which has been more 
strongly insisted upon and more rigidly guarded from invasion by 
the Supreme Authority of almost every State, whether of ancient 
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have been calamitous to allow the policy to continue of circulating 
debentures as an inconvertible paper money. Nevertheless, with- 
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or modern times, than the exclusive right of coining money for 
the use of its own subjects. As to the issue of paper money, a 
different rule has generally been followed, but as experience has 
proved with the very worst results. By allowing the issue of 
paper money to become a commercial speculation the amount 
issued from time to time has been made to vary, not according to 
the real wants of the community, but according to the interest of 
the issuers. Thus the value of this description of currency has 
been rendered uncertain, and all the evils have been entailed 
upon the community which result from the want of uniformity 
in the measure of value and general medium of exchange. The 
value of a metallic currency is not liable to injurious fluctuations 
simply because the amount in circulation cannot be arbitrarily 
varied, but is self-regulated by the exchanges of which the opera- 
tion is too powerful to be controlled by law. In order, therefore, 
to unite the advantages of cheapness and convenience which 
belong to a paper currency with those of steadiness and uniformity 
of value which belong to a metallic currency, one of the former 
description ought to be so regulated that the amount in circula- 
tion should vary according to the same laws which govern the 
latter. This is to be accomplished by providing that paper money 
beyond some fixed amount, clearly within the wants of the country 
in which it circulates, shall only be issued in exchange for the 
precious metals, and that it shall always be payable in the same. 
Under this system the circulation can only be increased when it 
is the interest of private individuals to import bullion which they 
may exchange for paper, and can only be contracted in like 
manner when it is their interest to demand bullion in exchange 
for paper. The system now established in this country by the 
authority of Parliament is founded upon this principle, to which 
it conforms as nearly as the necessity of having regard to vested 
interest would permit at the time the arrangement was made. In 
New Zealand a simpler and more perfect system may, I hope, be 
adopted. 

“All I wish earnestly to press upon your attention is the 
importance of occupying, if possible, the ground by some Govern- 
ment paper before private banking companies shall have taken 
possession of it. If this is neglected I am persuaded that it will 
practically be impossible to prevent such companies from being 
formed, and from issuing notes for circulation. It will be equally 
impossible to confine the privilege to any single private company. 
Such a monopoly would be sure to create too much dissatisfaction 
among all excluded from sharing in its profits to be long main- 
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tained. The consequence would be that banks of issue would be 
established, and that in seasons of commercial prosperity the 
competition of these banks would unduly extend the amount of 
paper in circulation, thus raising prices and stimulating, precisely 
when it ought to be moderated, the spirit of speculation, thereby 
ensuring whenever the reaction came, as come it must, a more 
than corresponding depression and wide-spreading ruin and 
distress. 
“ (Signed) GREY.” 


It will be noticed that Lord Grey’s proposal was based on the 
currency principle which the Bank Charter Act, 1844, was 
intended to carry out. The supporters of this principle were 
triumphant in England at this time; and it is not surprising that 
in laying the foundations of a new nation in New Zealand the 
governing authorities should accept the doctrine concerning paper 
money which was sanctioned by the adherence of the 
leading financiers of the age. It is essential to a proper 
understanding of the State Bank of Issue to mark that 
among its antecedents this belief in a generally acknowledged 
economic dogma was an important one. According to the currency 
principle paper should not be used to enlarge the currency, but 
only as a substitute for coin. In New Zealand, while there was 
a mixed coinage, the chief defect from a colonial point of view was 
its weight and bulk and general non-portability, a matter of grave 
concern to scattered communities with few banking facilities. 

Lord Grey’s despatch was published in the New Zealand 
newspapers about the middle of August, 1847, and immediately 
occasioned a heated controversy. The despatch was viewed with 
misgiving, and indeed alarm, by many of the leading merchants 
of Wellington, and they addressed a memorial of protest to the 
Governor of the Colony. They plainly manifested their utter 
lack of faith in the convertibility of Government paper money. 
Apparently they paid little heed to the provision that notes should 
be exchangeable fer cash only. The fact was, they feared the 
facility with which Governments, being law-makers, can alter 
the law to suit their immediate needs. While the precautionary 
measures laid down by Lord Grey were ample to secure the 
absolute stability of the notes so long as they were observed, what 
assurance was there that they would not be suspended in a time 
of difficulty? Unfortunately the conduct of the Government had 
not been such as to inspire confidence. The public at the time 
were smarting under the enforced circulation of the illegal deben- 
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tures which were equivalent to an inconvertible paper currency. 
From the opening words of the despatch it was apparent that 
Lord Grey was under the impression that all the debentures had 
been recalled. The fact was, as has been stated, that Governor 
Grey had been unable to redeem at first more than about one- 
fourth, and upwards of £30,000 of Governor Fitzroy’s debentures 
had simply been exchanged for debentures at a higher rate of 
interest. 

It appears that Lord Grey ‘was unaware of the bank-notes 
issued by the Union Bank. The amount of its notes in circulation 
at the time it is difficult to ascertain with precision, as the Bank 
had ceased temporarily to publish its returns. Business had 
shrunk so greatly that it was not solicitous of publicity. The last 
return published in the Gazette was for the quarter ending June 
30th, 1842. The notes of the Union Bank then in circulation 
were £10,357, and the New Zealand Banking Company had a 
circulation at the same time of £5,385, making a total of £15,742. 
The note circulation of the Union Bank at the time of the State 
Note Ordinance was, according to an uncertified return given by 
Mr. A. Kennedy, Manager of the Auckland Branch, £14,592. 
Banking had fallen on evil days in the Colony. <A few years 
previously the New Zealand Banking Company had gone into 
liquidation. Its notes were redeemed, but not without the assist- 
ance of Government debentures, which to some extent had to be 
accepted by the note-holders in lieu of cash. This banking com- 
pany had been severely injured by the Maori War. In 1845 
Kororareka, its headquarters, was destroyed. In 1846 the half- 
yearly reports of the Union Bank tell us that the New Zealand 
branches had been reduced to little more than exchange agencies. 
The internal commerce was left practically unsupported by bank- 
ing facilities. Besides, the notes that were in circulation were 
not strictly convertible in cash on demand. This appears from 
the references to the Bank by the contemporary Press in 1844. 
It systematically refused specie for its notes, and the Wellington 
branch, for instance, would not give in exchange for its notes 
drafts on another branch—as Nelson—except at a discount. The 
Union Bank opened a branch in Auckland in the beginning of 
1848, and when notes of the Auckland branch were presented at 
Wellington they were exchanged only at a premium of 2 per cent., 
and if gold were asked for the premium was 3 per cent. So that 
while it was not true that no description of paper money was in 
circulation in the Colony, there was no sound paper money. What 
there was was deficient in quality and quantity. Lord Grey did 
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not in any way overstate the need of the Colony for an adequate 
issue of efficient bank-notes. 

The unpopularity of the Union Bank did much to win a 
measure of approval for Lord Grey’s proposal. To many settlers 
this bank seemed designed, not to aid development, but only 
to exploit the Colony for the profit of foreign shareholders. Com- 
plaint was made that it contracted credit at most inconvenient 
times; that its exchange rates between the leading settlements 
was excessive ; that it afforded no facilities at all for exchanges 
with the less populous settlements, thereby necessitating the 
carriage from place to place of large quantities of money ; that it 
paid no interest on deposits; that its discount rates were very 
much higher than they were in Australia; and that in negotiating 
Government drafts its terms were such as greatly to increase the 
expense of administration. 

On October 11th, 1847, five days prior to the passage of the 
Ordinance authorising a bank of issue, there were Government 
debentures in circulation to the amount of £30,371 17s. 2d., and 
on the date mentioned an Ordinance was issued providing for the 
redemption of these debentures out of the general revenue of the 
Colony. 

I may now summarise the conditions prevailing in the period 
immediately preceding the establishment of a bank of issue. An 
inconvertible paper currency had been forced on the Colony by 
the Government. .The Union Bank to a large extent suspended 
all banking functions but that of effecting exchanges. The New 
Zealand Banking Company had just closed its doors. The country 
was in sore need of a sufficient and trustworthy currency ; com- 
merce between the various settlements was seriously impeded by 
the absence of a convenient means of transmitting payment; in 
short, progress was hindered because of inadequate banking facili- 
ties. Under such circumstances Governor Grey, with the advice 
and consent of his Legislative Council, issued on October 16th, 
1847, “An Ordinance to authorise the establishment of a Colonial 
Bank of Issue by the Government of New Zealand to make and 
issue a Paper Currency, and to prohibit the making and issuing 
of Paper Money by Private Individuals.” Under the authority 
of this Ordinance a bank of issue called the Colonial Bank of Issue 
was established, and carried on business in Auckland and Welling- 
ton. The Ordinance sets forth the function of the bank, and 
prescribes the conditions under which it shall operate. It was 
entirely a State Bank limited to the issuing of bank-notes of 
denominations of one pound or any multiple of a pound. The 
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notes were issued only in exchange for cash, and were redeemable 
op demand in cash. The intention was primarily to provide a 
stable paper money which should replace to some extent the more 
inconvenient coin. It was not so much an increase of currency 
that was aimed at as a more portable one, and one that would 
circulate more quickly, thereby increasing the efficiency of money. 
The population was scattered, and the only banking houses were 
at Auckland, Wellington, and Nelson. Men had to carry con- 
siderable quantities of money about with them. At the present 
time in New Zealand practically every village has its bank, but 
in the early days of settlement the people were of necessity 
custodians of their own money, and there being no machinery 
for effecting exchanges between different places they had to trans- 
port their money to the places of payment. A reliable paper 
money was an urgent want. The notes resembled the Treasury 
Notes of the United States of America. They were in effect 
Government receipts for coin deposited, convertible into coin 
again at any time on demand by the bearer of the receipts. Ample 
measures were taken to secure the notes against any depreciation 
of value. In the first place they were issued only in exchange for 
coin, and one-fourth at least of the nominal value of the notes 
was required to be kept in the Bank’s coffers in coin as a reserve 
to meet the current demands of the public. This reserve was 
increased to one-third by an Ordinance of July 31st, 1851. It is 
to be remarked also that when notes returned to the Bank they 
could not be re-issued except in exchange for an equivalent 
amount of cash. 

Secondly, although provision was made for investing the 
balance of the coin, only investments realisable on three months’ 
notice were allowed. The investments were to be made as funds 
were available, so that they would mature at different times. The 
investments were thus intended to be liquid. As a matter of 
fact they were all made in English Consols. 

Lastly, the ultimate payment in cash of the notes was charge- 
able upon the general revenue of the Colony. Briefly, then, the 
Colonial Bank of Issue was a Government Department which 
undertook the custody of coin free of charge, and in return for 
the coin issued notes, convertible on demand, of a face value equal 
to the amount of the coin deposited. The Government provided 
the public with a money convenient for circulation, and the 
expense of the accommodation was intended to be met out of the 
interest earned on the investment of the cash not required as a 
reserve. Any surplus of interest was payable into the Colonial 
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Exchequer. The notes were made legal tender for sums of £2 
and over. One object of this Ordinance was to make the issue of 
paper money a monopoly of the State. Consequently the right 
of note issue was denied to private institutions. 

The Paper Currency Ordinance encountered hostility from the 
outset. It occasioned the first strenuous political debate in New 
Zealand. ‘The Attorney-General and the non-official members of 
the Legislative Council hotly contested the passage of the measure 
when proposed on August I7th, 1847, by Governor Grey. The 
addresses of the Attorney-General and Mr. Brown were of a high 
order, and indicated a statesmanlike grasp of the principles 
involved. They both contended for a note issue less rigid and 
more responsive to the needs of commerce than was provided 
by the Currency Bill. Both emphasised the danger of Govern- 
ment control, and emphasised the menace by reference to the 
abuse of Government debentures. Both enlarged upon the dis- 
couragement to private banks which would result from the State’s 
monopoly of the right of issue. Another Councillor, Mr. Merri- 
man, in his speech stated that that very morning he had seen a 
Government debenture being hawked about. He contrasted this 
irredeemability of Government paper with the redemption of the 
New Zealand Banking Company of its notes in the time of its 
liquidation. This drew from Governor Grey the retort that the 
Company had been able to redeem its notes only by the assistance 
of Government debentures. The Governor’s answer to the criti- 
cism of his Bill consisted in stressing the perils which the recent 
history of Great Britain had shown to reside in grants to private 
companies of the right of note issue. It was clear from the debate 
that the Ordinance recommended itself to its promoters as a legis- 
lative experiment in a new country on the lines of a certain 
economic theory rather than as a measure urgently called for by 
the needs of the Colony. The latter, however, were real, and 
must not be overlooked. 

Although the Ordinance was passed October 16th, 1847, 
the Bank did not open its doors until June 3rd, 1850. The 
Ordinance required the publication of weekly returns in the 
Government Gazette disclosing the amount of notes in circulation, 
the coin held in cash, and the coin invested. Until May, 1856, 
the returns of the two offices were separately published. From 
that time until the winding up of the Bank shortly afterwards 
only the amalgamated returns were furnished. These returns 
afford material for a few conclusions significant of the monetary 
conditions of the time. 
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During the greater part of its existence the Bank issued a 
greater value of notes of a denomination of £5 and upwards than 
of notes of a smaller denomination. This clearly indicated the 
service of the Bank in providing an easy means of transmitting 
large payments from place to place. In the last return, May 17th, 
1856, the circulation of the two branches was £54,085, of which 
£26,805 were in notes of £5 and upwards and £27,280 in notes of 
under £5. With the more extended use of the currency furnished 
by the Bank the number of notes of smaller denomination natur- 
ally increased. 

The Bank seems to have had some difficulty for a while in 
inspiring confidence. This was especially noticeable in Auckland, 
where the amount in the chest alternated somewhat from month 
to month, but showed substantially no increase during 1850 and 
1851. Indeed, the amount of notes in circulation dropped in 
November, 1851, to £887, but they increased again in December 
to £3,967. The advance in Wellington was steady, but slow at 
first. In December, 1850, notes were in circulation to the amount 
of £4,101. A year later the amount was £7,431, to be doubled 
during the succeeding year. In February, 1856, the amount 
stood at £40,007. Auckland’s last annual return, December, 1855, 
showed £12,944 in circulation. 

The cost of management was not heavy. Auckland’s return of 
December, 1850, was as follows :— 


£ 8s. d. 

Manager’s salary, June to December + SS FF 
Safe, stationery, &c. ... Sits na 32 711 
Half cost of manufacture of notes ... .. 6818 6 
Total ... ... £201 14 1 


To defray these expenses there was no income. In 1850 the 
Auckland branch had to borrow £300 from the Commissariat 
Department to meet current expenses. Wellington’s expenditure 
for that year, 1850, was approximately the same. But the office 
at the latter place manifested a capacity to extend its business 
from the start. It was not long before a considerable sum was 
invested in the public funds of Great Britain as required by the 
Ordinance. In February, 1851, the Wellington branch was 
enabled to hand to the Lords Commissioners of Her Majesty’s 
Treasury £2,000 for this purpose. By 1856 the sum of £25,000 
was invested. Auckland’s investments were on a much smaller 
scale. At the end of the year 1855 it had £6,000 invested, and 
during this year its income for the first time exceeded its expendi- 
ture. The investments of both branches of the Bank were made 
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in British 3 per cent. Consols, and just shortly before the closing 
of the Bank the total sum of £31,000 had been invested in the 
purchase of £33,066 11s. 11d. of 3 per cent. Consols. The Bank 
was now self-supporting, and on the point of yielding revenue to 
the State after providing for past deficiencies. By this time, how- 
ever, it was in general disfavour ; indeed, no sooner was represen- 
tative government established in New Zealand in 1852 than an 
agitation for its abolition arose. Early in the first session of 
Parliament the matter was brought up for discussion. On May 
2nd, 1856, Mr. James Macandrew urged in the House of Repre- 
sentatives that the right of note issue be granted to private banks. 
The burden of the complaint against the Bank of Issue was that 
the surplus funds were invested in British securities at 3 per cent. 
while the Colonial Government was borrowing at 8 per cent. and 
the Provincial Governments at 10 per cent. Indeed, later on in 
the same session of Parliament an Act was passed authorising the 
Government to borrow £100,000 on debentures at any rate of 
interest up to 10 per cent. As Mr. Cargill pointed out in tracing 
the history of the Bank, Governor Grey originally designed to 
place the surplus funds in the hands of the Colonial Government 
for investment. This the British Secretary of State would not 
approve. It was not to be expected that colonists would look 
with equanimity on the withdrawal of many thousands of pounds 
from their own country to be invested in London at a low rate of 
interest while they were borrowing money from London at a rate 
100 per cent. to 200 per cent. higher. 

Ultimately a Parliamentary Committee inquired into the work- 
ing of the Bank of Issue. The following are the main portions 
of its report furnished June 28th, 1854 :—After reciting the refer- 
ence ‘“‘as to whether it be desirable to maintain the present Bank 
of Issue or to make any and what alterations therein or to substi- 
tute any and what Government Bank in lieu thereof,” the Report 
states that the “Bank was an experiment, and the principal 
objects he (Lord Grey) proposed to accomplish by it were the 
economising of capital and the uniting the convenience of a paper 
currency with the steadiness and uniformity of value which 
belongs to a metallic currency.” These objects, it states, were 
not attained. “The only kind of capital it was designed to 
economise was the metallic coinage, and by monopolising the right 
of note issue it prevented the use of other forms of wealth as a 
basis for a paper currency. Hence the unsoundness of the 
measure in its limitation of the circulating medium or currency 
instead of allowing that expansion of the latter which the extent 
No. 102.—voL. xXxvI. T 
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of commercial operations from time to time requires, and which a 
paper currency, based upon property in the Colony, not upon 
coinage, gold, or silver, would always be calculated to afford under 
judicious management.” 
The last monthly returns for June, 1854, are embodied in the 
Report, and were :— 
Notes issued :— ‘ 
Wellington _... ihe ion uae ... 82,842 
Auckland ies ae ia ae os 6. Oe 


Total ... ... £40,323 


£ 
Coin Invested :—Wellington ... dive ... 15,000 
Auckland a SS ..- £000 
Coin in Chest :—Wellington _... ae ... 12,842 
Auckland ae id ... 6,481 


Total ... ... £35,323 





The British funds in which the money had been invested had 
fallen 15 per cent., causing a diminution of capital of about 
£24,000. This interfered with that steadiness of value which coin 
generally possesses. 

On July 29th, 1856, an Act was passed providing for the 
winding-up of the Colonial Bank of Issue and for the immediate 
redemption of the Bank’s notes. 

The study of the history of the Colonial Bank of Issue leads 
to the following conclusions :— 

1. At the time of its establishment there was urgent need of 
a@ paper money of general acceptability. There was only one 
private bank capable of supplying that need, namely, the Union 
Bank. That bank, however, in pursuance of its policy of contrac- 
tion, adopted after the Australian crisis in the early ’forties, not 
only refused to meet the expanding requirements of the Colony, 
but practically withdrew banking facilities unconnected with inter- 
colonial exchange. As a consequence, State enterprise seemed 
at the time to hold out the only hope of removing the serious 
impediment of commerce occasioned by a stringent and slowly 
circulating currency. Practically the experiment was not so much 
an encroachment on private enterprise as an assumption of a 
function which private enterprise refused efficiently to discharge. 

2. The failure of the State Bank to become estab- 
lished as a permanent institution was inevitable on two 
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grounds. In the first place it was scarcely conceivable 
that the people of New Zealand, pressed for money 
for the purposes of development, would allow the State 
Bank to invest the funds in England at 3 per cent. while the 
Colony was borrowing at 10 per cent. Had the British Govern- 
ment sanctioned the investment of the Bank’s funds in New 
Zealand debentures as was urged by Governor Grey, the most 
popular objection to the Bank would have been removed. New 
Zealand investments, however, would not have provided that safe 
and liquid security which was essential to ensure the ready con- 
vertibility of the notes. In the second place the arrogation to the 
State of the monopoly of the note issue was a discouragement to 
the establishment of private banks in the Colony. The settlers 
needed a paper currency, but they wanted equally the facilities 
which banks of deposit and discount afford. The functions of 
such banks the State did not exercise, and private banks were 
loath to do so without the privilege of note issue. Subsequent 
history shows that banks in New Zealand have been looked upon 
rather as lending institutions than as institutions for the supply 
of a sound currency. At least the general public have been in 
the habit of stressing the former function. Whilst the establish- 
ment of the Colonial Bank of Issue was primarily the outcome of 
an economic theory which the Governor and the Colonial Secre- 
tary of State desired to experiment with, it was also more or less 
a natural expression of the circumstances of the time, and the 
Bank passed away when the circumstances changed and sufficient 
inducement was offered to private enterprise. 

The closing of the Colonial Bank of Issue closes a chapter in 
the history of Colonial banking. It was the last experiment of 
the State for nearly fifty years in the sphere of banking. Indeed, 
at no time since has there been any attempt on the part of 
Governments to provide a medium of exchange. The student 
comes across no more debentures circulating as money, no more 
convertible or inconvertible State notes, and no more drafts of 
Government officials on the Public Treasury being tendered in 
payment of wages and debts. 

Indeed, there was to be no further incursion by the Govern- 
ment into the sphere of banking for nearly fifty years. During 
this long period the State withdraws from the field of participa- 
tion in banking business, and is satisfied with the exercise of 
such control of banking operations as seems needful to secure the 
solvency of banking institutions. It recognises banking as the 
legitimate province of private enterprise, and is only concerned 
T 2 














276 THE ECONOMIC JOURNAL [JUNE 


to ensure adequate safeguards for the protection of the public. 
The activities of reformers who proclaim the gospel of a State 
Bank are, of course, never suspended, but the investigator would 
search in vain for any authoritative pronouncement approving 
State banking like that contained in the despatch of Lord Grey 
to Governor Grey. At any rate, until 1894, when Parliament 
came to the salvation of the Bank of New Zealand, there is only 
that kind of State interference which the most conservative of 
economists agree is essential in the public interest. 
H. D. BEDForD. 





WoMEN TRADERS IN MEDIEVAL LONDON. 


At the present time when women, in response to their 
country’s call, are entering trades usually carried on by men, it is 
encouraging to look back into the past and see how large a part 
they played in the business life of England’s greatest city, in an 
age which, like our own, though for quite a different reason, was 
a period of crisis. The fourteenth and fifteenth centuries wit- 
nessed an extraordinary expansion of English industry and 
commerce, which made unprecedented demands upon the nation’s 
resources, and necessitated an increase in the number of workers ; 
and in London, the great centre of activity, it seems to have been 
taken for granted that women should do their share. No trade 
was Closed to them by law, and evidence exists in the civic records 
of their employment in occupations of many kinds. Legally they 
were in a better position than men, after 1363, in one respect at 
least, for an Act passed in that year ordered men to keep to one 
trade, while women were left free to follow as many as they chose. 

Some of their occupations were very trivial and insignificant ; 
one was @ flaoner,! a maker of flauns, a light cake, not unlike a 
pancake; another was a herb-wife,? and others sellers of old 
clothes.* On the other hand, they were also engaged in some of 
the most important and remunerative trades ; they were mercers,‘ 
drapers,® grocers,’ and merchants,’ and sometimes had the honour 
of serving the King. Henry III. paid Mariot, wife of Robert de 
Ferars, over £75 for palfreys, horses, harness, and other neces- 

* Sharpe, R. R., Calendar of Wills (hereafter quoted as Wills), I, 105. 

? Sharpe, R. R., Calendar of Letter-Books of the City of London (quoted 
by letter only), K, 293. 

> H, 157, 158, 161. 

* Wuls, I, 462, 489, 628; Selby, W. D., Charters... of the Mercers’ 
Company, 72-73. 

5 Journals, XI., f. 209 6 and seg. 

* Heath, J. B., Grocers, 424. 

’ Riley, H. T., Memorials of London, 75; Harly Chanc. Proceed., 137/33, 


127/66; Sharpe, R. R., MS. Cal. Plea and Mem. Rolls, A. 12, Roll 3, A. 5, 
Roll 23d, A. 10, Roll 14. 
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saries,! and he bought lime, hurdles, and poles for his palace at 
Westminster from women.? In 1301 Dyonisia, la Rowere, pro- 
vided wheels for the King’s use in Scotland,’ and silkwomen 
worked for Edward IV. and Henry VII. Many women, how- 
ever, were engaged in more homely work, and were thredwomen,' 
embroiderers,® sempstresses or needlewomen,’ laundresses,’ and 
midwives.® A large number were domestic servants; their 
remuneration was apparently not on a very generous scale, and 
sometimes of a curious description. John Nyman and Edith, his 
wife, claimed only £4 16s. wages for Edith for nine years, during 
which she was continually with Walter Rawlys,’ and Robert de 
Eye recovered a bed for the service of his wife in the capacity of 
nurse for four years.“ As a set-off to this we find that masters 
and mistresses frequently left legacies to their servants, which 
were sometimes of considerable value; thus one had land and 
houses,” another a hall and two shops, another an annuity of 
ninepence a week,’* and another twenty marks and the next 
vacancy in the testator’s almshouse.’ 

In the course of the fifteenth century, Miss Clay télls us in 
her interesting book on Medieval Hospitals, the work of women 
amongst the sick developed. In some institutions there were 
distinct grades of nursing women. The poet Gower mentions in 
his will the staffs of four London hospitals ; he leaves money “to 
every sister professed,’’ and to each of them who is a nurse of the 
sick, at St. Thomas’, Southwark.’ In some hospitals the offices 
were honorary, but the officials were supplied with food and 
clothing.” 


* Devon, Jssues of the Euchequer, 33. 

* Ibid., 48, 49, 52. 

+0, Sf. 

‘ Wardrobe Accounts of Edward IV., ed. Sir N. H. Nicolas, 125; Camp- 
bell, W., Materials for a History of the Reign of Henry VII., Il, 12, 13, 15. 
5 B, 182; H, 186; Wills, I, 627; Plea and Mem. Rolls, A. 10, Roll 14. 

® Ibid., Roll 15, and A. 14, Roll 5d. 

’ Churchwardens’ Accounts, St. Andrew Hubbard, British Mag.,. XXXI, 
403; tbid., St. Michael’s, Cornhill, ed. W. H. Overall, 13; Campbell, op. cit., 
II, 493; Nicholas, Sir N. H., op. cit., 118. 

3 Brit. Mag., XXXI, 536, XXXII, 37, 145, 146, 156; Overall, op. cit., 
40, 60; H. 270; Issue Roll of Thomas de Brantingham, 40. 

° Hale, W. H., Precedents and Proceedings of the Eccles. Courts, London, 
34; Wills, II, 218. 
1° Barly Chanc. Proceed., 151/116. 
™ Pleas and Mem., A. 10, Roll 9d. 

12 Wills, I, 292. 18 Jbid., 363. 

* Tbid., 345. 15 Totd., IT, 548. 

® Clay, M. R., Medieval Hospitals of England, 154. 

17 Tbid., 152. 
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Women were also to be found in some employments which 
we might perhaps have expected them to have left to men; we 
read of women barbers,! apothecaries,? armourers,’ shipwrights,* 
tailors,> spurriers,® and even female water-bearers.’ They were 
amongst the barber-surgeons,® who practised surgery side by side 
with the surgeons proper, and who afterwards joined with them 
and formed the Royal College of Surgeons. Two girls were 
apprenticed to a public notary,® and it would have been very 
extraordinary if they had followed this calling, but one of them 
died young, and the other married, so one could not, and the 
other may not have attained to it. 

One woman was apparently an artist,’ as in her will she left 
her apprentice the third best part of copies and instruments apper- 
taining to the making of pictures, and one of her best chests to 
hold them. 

The trade which attracted the largest number of women was 
“silkwerk,” and it was almost entirely carried on by them. They 
made fringe, tassels, ribbon, laces, girdles, and other small articles 
of silk. They were very jealous of foreign competition, and seem 
to have been well able to look after their own interests. In 1368 
certain “‘silkwymen” delivered a bill to the Mayor and Aldermen 
complaining that Nicholas Sarduche, a Lombard, had been buying 
all the silk he could find, and raising the price of it ; not content 
with this, they petitioned the Crown, with the result that a writ 
was issued ordering the civic authorities to do them justice, con- 
sequently an inquiry was made, and Sarduche was found guilty.” 
In 1455 they again petitioned the Crown, declaring that more than 
a thousand women were employed in the craft, and begging that 
the importation from abroad of the goods they made might be 
prohibited, and an Act was passed in accordance with their 
wishes.” 

Beer and ale were very favourite beverages in the Middle Ages, 
and from quite early times women brewed and sold them. It 
used to be thought that this business was “almost wholly in the 

1C, 125; H, 205. * Wils, I, 569; II, 40, 248. 

* Cal. Pat. Rolls, 1453, m. 12. 

+ Sharpe, R. R., Shipwrights, 6. 

5 H, 341; Herbert, Livery Companies, II, 413. 

© Sharpe, R. R., Cal. of Letters, 100. 

7 Lond. and Middlesex Archeol. Soc. Trans., IV, 56-8. 

€ Young, S., Annals of the Barber-Surgeons of London, 38, 260; Power, 
D’Arcy, Memorials of the Craft of Surgery, 18, 19; H, 352. 

® 7, 238, 141. 

10 Wills, I, 576. 


11 Pleas and Mem., A. 14, Roll 3, 3d, 4. 
12 Rot. Parl., V, 325; Statute 33, Henry VI., c. 5. 
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hands of females,”! but Dr. Sharpe has noted that in a list of 
three hundred brewers, given in Letter-Book I, in the year 1420, 
less than twenty were females,’ and in 1356, when thirty brewers 
were appointed to serve the King with ale, only one was a woman.* 
So it is clear that the brewers outnumbered the brewsters in 
London ; nevertheless, the frequent allusions to them in the City 
records* show that there were large numbers of them. Many 
women also kept ale-houses and inns.° 

Bakeresses were numerous in Medieval London; many were 
merely regratresses who bought bread from other bakers, and sold 
it again, carrying it round from house to house. From the 
custom of giving them thirteen loaves for twelve the expression 
baker’s dozen arose. Some bakeresses, however, were in a better 
position and had carts, and some had bake-houses of their own.’ 

Poultry-selling was another trade practised by women® from 
early days. Poulterers who lived outside the City often brought 
their goods into the market on horseback, and if they did not touch 
the ground their owners were not obliged to pay stallage.® 

A good many women were engaged in selling fish, for which 
there was a great demand, particularly on fast-days. As in the 
case of bakeresses, some of them were poor women who went 
about crying their wares in the streets; these birlesters, as they 
were called, were not allowed to stand in any set place,” but 
others sold in the market or in shops." 

In nearly all trades fewer women than men seem to have been 
engaged ; in 1283 ten candlemakers had selds in Chepe and only 
one was a woman,” and in an enumeration of the trade marks of 
coopers (12 Edward IV.—18 Henry VII.) twenty-nine belonged 
to men and two to women. Nevertheless, there must have been 
a considerable number of women employed in trade, taking them 
altogether ; the Statutes of the Realm regulating the conditions 
of labour mention women as well as men," civic ordinances deal 


1 Inber Albus, Introd., |x. 2 J, Introd., xlii. * G, %. 

4 Riley, op. cit., 264; Pleas and Mem., A. 10, Roll 10, A. 16, Rolls 4, 5, 
5d, 6, 6d, A. 17, Roll 1; Liber Albus, 355; Cal. Pat. Rolls, 1482, m. 25; Early 
Chanc. Proceed., 66/257; Letter-Book, C, 47, D, 201, HZ, 8, 71, 77, F, 114, 
178, H, 215, 293. 

5 Accounts of St. Margaret, Southwark, Brit. Mag., XXXII, 488, 489, 
496; Gregory, W., Hist. Collection of a London Citizen, 194. 

6 Tib. Alb., 266; H, 107 and note. 

7 D, 242, H, 63; Grafton, R., Chronicle, II, 231; Pleas and Mem., A. 2, 
Roll 3d; Barly Chance. Proceed., 64/105. 

8 A, 13, F, 208; Wills, I, 564; Pleas and Mem., A. 10, Roll 8. 


9 Lib. Alb., Bk. III, Pt. IV, 465. 10 (al. Close Rolls, 1364, m. 12d. 
11 #, 180; Wills, I, 150-1, 317; II, 93. 2 Riley, op. cit., 22. 
2 2, 2. 


1412 Ric. I1., c. 5; 7 Henry IV., c. 17. 
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. with: girl apprentices and women traders, and corroborative 
evidence can be adduced from other sources. London citizens 
sometimes left directions in their wills that their daughters should 
be taught trades, or money for this purpose,” and as the orphans 
of freemen were under the care of the Mayor, records of their 
apprenticeship appear in the Letter- Books.’ 

It must not be thought that the trade carried on by women 
was necessarily on a small scale ; some of them did a large business. 
Armour and other goods to the value of £200 were stolen from 
the house of Alice, wife of Thomas de Cantebrugge, so she must 
have had a good stock. A piece of embroidered cloth, sold by 
Aleyse Darcy and Thomasin Guydichon to the Earl of Lincoln 
was worth three hundred marks, and another piece which Aleyse 
was preparing was estimated at the same price.’ George 
Bulstrode, draper, of London, who had acted for Elizabeth 
Kirkeby, in Seville, for a year, made a claim of £4,000 for diverse 
merchandise and wares sent to her from there, and even allowing 
for some exaggeration on his part the sum is large.® 

Some women traded as “sole merchants,”’ and this they 
could do even if they were married, provided that their husbands 
did not intermeddle in any way with their trade. In such a case 
a woman could hire a shop, and she alone was answerable for the 
rent, and could be charged as a “femme sole” for it and anything 
concerning her craft. Should the plaintiff implead husband and 
wife together, the wife was at liberty to plead as a “femme sole,” 
and to have all the advantages in pleading as such ; and she could 
“make her law” by swearing her innocence with the assistance of 
compurgators or oath-helpers, who might be men or women 
according to her will. If she were condemned to make payment, 
she was committed to prison till she had made a composition with 
her creditor; the husband in the meanwhile being left, both in 
person and property, wholly untouched.* This custom at first 
only applied to the wives of freemen, but early in the sixteenth 
century it was extended to the wives of non-freemen.? In 
Letter-Books, A and B, a number of recognizances to pay sums 
of money are entered, and more than fifty of them are made by 
women, and some seem to be for debts incurred in trade, but it is 

’ H, 391; Journals, XI, 2596; Riley, op. cit., 590. 

? Wills, I, 445, 473, 498; II, 158; H, 3. 
° E, 200; F, 142; G, 105, 165; H, 5 and 424, 169, 186, 341, 358, 405; K, 208. 

* Ind. Alb., Bk. TEI, Pt. III, 437. 


* Riley, op. cit., 52. 

°, Early Chance. Proceed., 116/34. 

7 Journals, VI, 1826, 184. 

5S Lib. Alb., 204-5. 9 Journals, XT, 367. 





1916] WOMEN TRADERS IN MEDIEVAL LONDON 281 


impossible to say exactly how many, as the nature of the debt 
is not always stated. 

If a married woman did not trade as a sole merchant she could 
plead coverture, and then her husband was responsible for her 
debts and misdeeds. Thus in 1377 a man named John de Pekham 
was imprisoned for a debt which it was alleged his wife had con- 
tracted before her marriage! In 1327 eight bakers and two 
bakeresses were found guilty of stealing dough; the men were 
put in the pillory, but the women said they had husbands (which 
the neighbours attested), and that the deed was not theirs, so they 
were sent back to Newgate until it should be otherwise ordained. 
On another occasion a bakeress was found with bread deficient 
in weight, and it was adjudged forfeited because her husband did 
not come and claim it.’ 

If a married woman took an apprentice, whether she were a 
sole merchant or not, the custom of London required that the 
apprentice should be bound to her husband as well as to her, even 
if he were practising a different craft, and knew nothing what- 
ever about hers. The Liber Albus which sets forth this custom 
speaks only of female apprentices, but unquestionably women 
sometimes had male apprentices.® It is to be feared that they did 
not always treat them very well; in an entry on the Plea and 
Memoranda Rolls we find that Thomas Bunny complained to the 
Mayor and Aldermen that Johanna Hunte, to whom he had been 
turned over for the rest of his term by Thomas Rose, “sheder,” 
had made him carry water in “tynes,” whereby he had been 
injured, and she had dismissed him from her service, but when he 
recovered she wanted him back again. His tale was apparently 
true, as the Court discharged him from serving her further.6 An 
undertaking given by the sureties for Agnes, wife of John 
Cotiller, that she would not beat her girl apprentice with a stick 
or a knife is unpleasantly suggestive.’ No doubt apprentices 
were sometimes very tiresome, and difficult to manage; in 1376 
John Shadewall, apprentice to Margaret Shadewell, was com- 
mitted to prison for bad behaviour towards her,’ and in 1445 an 
apprentice was flogged in the hall of the Goldsmiths’ Gild for 
trying to strangle his mistress.? It was fortunate that both 

1 412-414; Riley, op. cit. 2 Tbid., 162-5. 

* Thid., 121. 

4 Bateson, M., Borough Customs, I, 229-30; K, 291. 

5 DP, 102, 109, 114, 149, 175, 191; Sharpe, Cal. of Letters, 125; Early Chance. 
Proceed., 107/27. 

6 Plea and Mem. Rolls, A, 11, 2d. 


7 Ibid., A, 9, 4. 8 Ibid., A, 21, 6d. 
® Prideaux, Sir W. S., Goldsmiths’ Company, 22. 
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parties could appeal to the Gild officials, or to the Mayor and 
Aldermen, and obtain redress of their grievances. The fraternity 
of St. Mary in the church of All Hallows, London Wall, gave 
iegal or charitable assistance to any member whose son or 
daughter had been unjustly treated by the person to whom he or 
she was apprenticed.! There was one abuse which occasionally 
escaped the vigilance of the authorities, or was permitted by 
them: the employment of children of tender age. One little 
orphan girl was apprenticed when she was eleven,” and another 
when she was only seven or eight.’ 

Frequently husbands and wives worked together, the wife 
acting for her husband in his absence, and helping him when he 
was at home. They sometimes had apprentices who served them 
both,‘ and were jointly responsible for debts.° The business 
capacity of women was fully recognised, for it was the rule that if 
a debt were made by the hand of the wife, the husband should 
have her aid if a suit were brought against him, and should have 
respite till the next court to take counsel with her. A few Gilds 
—the Girdlers,’ Braelers,’ and Pynners,® passed restrictive ordin- 
ances against women, and prohibited their employment, but they 
all made exceptions in favour of wives and daughters, and the 
Leathersellers allowed them to work for their husbands and 
fathers even if they had not been bound apprentice to the trade.” 
Consequently, when a man died his wife was often quite capable 
of continuing his business, and as by the custom of London the 
widow of a freeman became free on his death," this frequently 
happened. In the wills enrolled in the Court of Husting there 
are numerous bequests to their widows of the services of their 

1 Unwin, G., Gilds of London, 121. 

* G, 105. 

8 Petronilla, daughter of John Oxwyk, was apprenticed in 1393-4, and in 
1401 was only fifteen. H, 405, 406. 

* Sharpe, Cal. of Letters, 11-12, 101; Plea and Mem. Rolls, A, 21,8; Early 
Chanc. Proceed., 124/34; D, 155. 

-5 Some thirty joint obligations given by husbands and wives are entered in 
Letter-Books A and B, but very few of them can be proved to be trade trans- 
actions, though it is likely that some were, as in the case of Richard de &t. 
Botulf, taverner, and Mabel, his wife, who acknowledge a debt of £4 13s. 4d 
for wine. A, 85. 

6 Lib. Alb., 206. 7 Riley, op. cit., 217. 

8 Tbid., 278. ® G, 64. 

Riley, op. cit., 547. The Wyremongers forbade anyone to set any person 
to work unless he had agreed with the wardens of the craft ‘‘except only the 
wiffe son doughter or covenaunt servaunte that hath been apprentice in the 
same craft.” JZ, 186. 

u “Recorded as an ancient custom: that every Woman married to a Freeman 


of the City, is after the death of her Husband a Freewoman as long as she 
continues his Widow and resides within the City.” Journals, VII, f. 89. 
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apprentices and the implements of their trades by craftsmen— 
apothecaries,! a baker,” a burler,® a carpenter,‘ a cook,° a currier,® 
drapers,’ a dyer,’ fishmongers,® a fuster,” a girdler," gold- 
smiths,” joiners,’ mercers, a pepperer,' a skinner,’ a tanner,” 
a tyler,!® weavers,” and others whose trades are not specified.” A 
few testators added the proviso that their apprentices should only 
serve their widows as long as they refrained from remarriage,” 
and three tanners left their places and tables in the Tannerseld 
to their wives on the condition that they should remain single or 
marry tanners.” Such stipulations seem rather odd to us, but 
they were not unnatural in the Middle Ages, when second 
marriages were extremely common, and when each trade was in 
the hands of a gild whose members would not tolerate the in- 
trusion of a stranger. The ordinances of the Grocers * and the 
Goldsmiths™ reflect the same spirit. There are one or two 
instances of daughters benefiting in a similar fashion under their 
fathers’ wills; thus one received the lease of a brewhouse for 
eight years, and at the end of the term five quarters of malt to set 
herself up in business, and another had implements and the 
services of the dead man’s apprentices.“ Bequests of this kind 
probably account in a large measure for the presence of women 
in somewhat masculine employments, and for their male appren- 
tices ; the earliest of them occurs in a will enrolled in 1259, the 
latest in one dated 1413, but the majority of them were made in 
the last three-quarters of the fourteenth century. 


1 Wills, II, 299, and other instances already quoted. 

2 Roger Pistor (or the Baker), implements belonging to his business, /bid., 
I, 4. 
3 Ibid., I, 693. « Toid., I, 467. 

5 Tbid., II, 134. 6 Tbid., I, 468. 

7 Ibid., I, 442; II, 39. 8 Zbid., I, 339. 

® Jbid., I, 317, 402, 583, his stock of fish and shops in ‘‘Oldfishstret,” IT, 
93; stock fishmongers, II, 79, (utensils I, 588). 

10 Maker of saddle-trees, Zbid., I, 484. 

To wife and son, Jbid., I, 431. 
Ibid., I, 464, II, 88. 
3° Makers of the wood-work of saddles, Zbid., 1, 525, 583. 
Ibid., I, 462, 489, 628; II, 94. 
Ibid., I, 459. © Tbid., I, 466, 
Ibid., I, 163. 13 Tbid., I, 683. 
Tbid., 475, 571. 
Utensils and shop, Zbid., 179; implements, I, 186-7; I, 541, 358, 491, 503. 
Tbid., II, 315. 
Ibid., I, 421, 422, 446; II, 135. 

23“* And if the said widow marries anyone that is not of the Fraternity, she 
shall not . . . have any assistance given her, as long as she remains so married.” 
Heath, J. B., Some Account of the Worshipful Company of Grocers, 53. 

24 Prideaux, op. cit., 15. 

% Wills, I, 145-6. % Tbid., 1, 439. 
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Women, Dr. Sharpe tells us, were admissible into every trade 
or craft gild,’ but their position was not equally good in all. 
Most gilds showed as much solicitude for the spiritual welfare of 
sisters as of brothers’—they provided masses for their souls, and 
tapers for their burial, and bore the cost of their funerals if they 
died in great poverty. Some gilds also gave help to women 
members who fell into want through no fault of their own; in 
1414 the Merchant Taylors built almshouses for “their poor 
brethren and sisters,’ and in 1432 rents were devised for their 
relief and sustentation,? and the Whittawyers granted a pension 
to widows of members.‘ Women were often present at gild 
feasts, sometimes in their own right, sometimes as their husbands’ 
companions, and in the latter case the fees for them were paid 
by the husbands. Widows of Grocers could attend the dinners, 
but were called upon to pay double if they were able. There was 
a ladies’ chamber attached to the Drapers’ Hall, where the sisters 
sometimes had separate dinners, but they were also sometimes 
present at the feasts in the Common Hall.® The rules regarding 
their admission to the livery of the companies varied : there were 
thirty-nine women on the livery of the Brewers, in the fifth year 
of the reign of Henry V.,’ but in 1383, out of a hundred and 
twenty-eight persons on the livery of the Grocers, only one was 
a woman,® and according to the Report of the Livery Companies’ 
Commission of 1884 no woman had ever been admitted to the 
livery of the Armourers and Brasiers.? On the other hand, they 
sometimes had the advantage of paying less quarterage than men.” 
They held a very good position in the Carpenters’ Company, they 
not only received spiritual and pecuniary benefits, and had 
“clothyng,”’ but also, with the brethren, met four times a year 
to ordain things needful and profitable for the brotherhood." In 
the Shearmen’s Ordinances, dated 1452, the brothers and sisters 
were directed to go to dinner together on the morrow of the 


1 Letter-Book L, Introd., xxx. 

2 Armourers, in Cal. Pat. Rolls, 1453, m. 12; bakers, Z, fol. 122; Williams, 
W. M., Founders’ Co., 14; brewers, Chanc. Misc., Gild Certificate, 471, quoting 
charter of Edward III; Whittawyers, Jbid., 211; Saddlers, LZ, fol., 280; 
Carpenters, Z, fol. 2296; and many others could be cited. 

3 Clode, C. M., Memorials of the ... Merchant Taylors, 47. 

* Riley, op. cit., 232. 5 [, xxxi, note. 

° Herbert, W., 7'welve Great Livery Companies, 466. 

7 Ibid., I, 62. 

8 Facsimile of the first volume of MS. of . . . Grocers, ed. Kingdon, J. A., 
58. 

® Rep. of Livery Companies Comm., 1884, Pt. III, 17. 

19 Blacksmiths, Lond. and Midd. Soc. Trans. IV, 33; Clode, op. cit., 617. 

1 Certificates of Gilds, Chanc. Misc., 465. 
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Sunday after the Assumption every year, and there to “make their 
eleccion of three wardeyns,” and within fourteen days they were 
to be called together again and to make election of twelve 
persons “to assiste, keepe, and councell” the wardens.! The 
Ordinances of the Blacksmiths were subscribed by sixty-five 
brethren and the wives of two of them.? Occasionally special 
honour was paid to the wives of the Masters of the Company; in 
some gilds it was customary for the old wardens who were going 
out of office to set garlands on the heads of their successors ; on 
the day of election the Merchant Taylors crowned both the in- 
coming Master and his wife with roses. The ceremony may, 
perhaps, be thought a trifling act of courtesy, hardly worthy of 
mention, but it is interesting because it shows a respect for family 
ties, and a feeling for the unity of husband and wife. In 1372 
the ordinances of the Dyers of Leather were brought before the 
Court of Aldermen for ratification, and three men and their re- 
spective wives were sworn to oversee the premises and defaults, 
and to present them to the Mayor,’ but this choice of women 
overseers appears to have been an isolated incident. 

If we sum up the evidence gathered from the various sources 
which have passed under our review, we are led to the conclusion 
that the women traders of Medieval London were persons of 
strong character and undeniable business ability, and that they 
played a not inconsiderable and very useful part in the industrial 
life of the city.® 

A. ABRAM 





CURRENT ToPICcs. 

PROFESSOR GIDE writes :—‘‘The French Government have 
lately introduced increased taxation amounting to nearly 1,000 
million francs (£40,000,000). Coming after nearly two years of war, 
this decision will no doubt be thought in England very tardy and 
very insufficient. Nevertheless, the Government have not resolved 
upon it without some hesitation. They would have preferred to 
wait until the end of the war and the liberation of French terri- 
tory. The revenue from already existing taxes has considerably 


1 Lond. and Midd. Arch. Soc. Trans., IV, 38, 39. 

2 Ibid., IV, 7-8. 

3 Clode, op. cit., 518; they also seem to have given a livery of cloth to 
the Master’s wife; Jbid., 519. 

4 Riley, op. cit., 365. 

5 I should like to take this opportunity of acknowledging my indebtedness 
to Dr. R. R. Sharpe’s published and unpublished work, and of thanking the 
Corporation for kindly allowing me access to the civic records preserved at the 
Guildhall. 
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‘diminished as a result of the occupation of the richest districts of 
France, and of the mobilisation of numbers of heads of families ; 
and it was open to question whether this was an opportune 
moment to impose new taxes. The policy was eventually deter- 
mined rather for its moral than for its financial consequences. The 
new taxes are to be derived half from direct taxation (that is to 
say, taxes of income), and half from indirect taxation (alcohol, 
wines, tobacco). As regards direct taxation, the impét foncier, 
which falls on land and houses, patentes, which fall on commer- 
cial enterprises, and the contribution mobiliére, which falls on 
practically all other income, are all doubled. The tax on transfer- 
able securities (on the income of stocks and bonds). is raised from 
4 to 5 per cent. in the case of French securities, and from 5 to 6 
per cent. in the case of Foreign securities. Lastly, there is the 
new income-tax, which, in consequence of having been set up by 
a law of July 15th, 1914, that is to say, on the eve of the war, 
had never come into force. It is of the nature of a sur-tax, some- 
what similar to the English super-tax. It falls on all incomes 
without distinction in excess of 5,000 francs in general, 7,000 for 
the married, 8,000 for married people with one child, and so on. 
The rate fixed by the law was originally very low, not exceeding 
2 per cent., and that only on an income in excess of 25,000 francs 
(£1,000). But the Government’s new bill raises this to 5 per 
cent., which, for a time like the present, will appear moderate to 
English eyes, since an income of 100,000 francs (£4,000), will 
only pay 4,250 francs (£170) in the case of a bachelor, and 3,200 
francs (£128) in the case of a married man with three children. 
But it must not be forgotten that certain taxes on mortgages are 
high in France, and that the tax on transferable securities may 
reach 12 or 13 per cent. in the case of bearer securities. 





“TT would be interesting to trace the history of the income-tax 
proper. It has been thrown out twenty times in the last fifty 
years by the stubborn opposition of the middle classes, who in 
France have an inveterate dislike of disclosing the figure of their 
income to the public, and more especially to the State. This door 
is forced at last, but, so fate chooses, at the most tragic hour of our 
history. Yet it may, after all, be a good moment for the new tax 
to be acclimatised. At a moment of hot patriotism the French 
middle-class may show more good will in the declaration of their 
incomes. We have an instance of this already; for though the 
law has left the taxpayer a choice between a declaration by the 
taxpayer and assessment by the Treasury, and though there was 
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reason to believe that the majority of taxpayers would prefer 
the second course, about half have made the declaration them- 
selves. But it is true, also, that there are numbers who have 
declared that their income for the year has not reached the 
minimum assessable figure, although in declaring that, owing to 
the war, they are not liable, they engage themselves to pay the tax 
when the war is over, and conditions are normal again. While 
the Minister of Finance does not expect a yield of more than 
100,000,000 francs from these taxes, the number of those who 
have to pay it—that is of those whose income exceeds 5,000 francs, 
or 7,000 to 10,000 in the case of married men—is estimated to 
exceed 320,000, after deduction in respect of the occupied terri- 
tory. The figure will interest economists as an indication of the 
extremely equal division of wealth in France.” 





THE barometer of prices which is kept at the Board of Trade, 
and may be read in the Labour Gazette, continues to show a 
fall in the power of money to purchase food. The latest returns 
show a rise of 55 per cent. in the price of food in the United King- 
dom between July, 1914, and May, 1916. This comparison is 
confirmed by the Index number instituted by Mr. Sauerbeck, and 
now continued by Sir George Paish. According to these statistics, 
published in the Journal of the Royal Statistical Society for 
March, 1916, the rise in the price of food from the beginning 
of the war up to December, 1915, was 49 per cent. An analysis 
of the items which make up this average result presents some 
striking contrasts. The price of vegetable food had risen by 
nearly 77 per cent. ; that of animal food by little more than 31 per 
cent. The rise is not confined to food. It appears that the other 
articles on which the Sauerbeck index number is based—namely, 
materials—and therefore presumably the things which are made 
out of those materials, rose in price by some 44 per cent. during 
the eighteen months preceding December, 1915. 





RUSKIN COLLEGE is to be congratulated on the appointment of 
Mr. Sanderson Furniss as its Principal. His fitness for the post 
will be recognised by all who have read the judicial reviews which 
from time to time he has contributed to the Economic JOURNAL. 
Rarely is sympathy with the feelings and aspirations of Labour 
combined with such power of economic reasoning. Mr. Furniss 
has been for many years a tutor at Ruskin College. His prede- 
cessor as Principal was Dr. Gilbert Slater, now Professor of 
Indian Economics in Madras University. 
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WHEN the war broke out it was decided to suspend the residen- 
tial work of Ruskin College, and the buildings, after being tem- 
porarily placed at the disposal of the Belgian Refugees 
Committee, were offered to the Government, and are now being 
used as a hostel for nurses. Teaching by correspondence is, how- 
ever, being carried on as usual, and the College will re-open for 
residential work at the earliest possible opportunity. In the mean- 
time arrangements are being made for the holding of a Conference 
of Trade Unionists and others under the auspices of the College 
in Oxford in July next, when papers will be read by well-known 
economists, and discussions opened by prominent representatives 
of Labour on questions relating to industrial organisation after 


the War. 





An Oxford correspondent writes :—At the first meeting of the 
Association of Barnett House, Oxford, a memorandum of policy 
was submitted to the Associates, the discussion being introduced 
by Prof. W. G. S. Adams. The memorandum of association 
indicates three principal, but closely related, objects which Barnett 
House is intended to serve : (1) The advancement of economic and 
social studies in Oxford and elsewhere ; (2) the advancement of 
University Settlements and other organisations for social work ; 
(3) the advancement of the work of the Tutorial Classes Com- 
mittee in Oxford, and generally of the higher education of the 
industrial classes. The other objects specified in the memoran- 
dum—the establishment of a specialised library, the provision of 
lectures and instruction and the publication of literature— 
may be regarded as contributory to the three main objects of the 
foundation. Two points were emphasised in regard to the first 
object :—The importance of (1) correlating the study of social- 
economic problems with other branches of economic and political 
study,and of viewing questions of economic organisation, not from 
a sectional, but from a national and also an imperial stand- 
point; (2) of assisting the advancement of social and economic 
studies, not only among members of the University, but also 
among others outside the University. The House will serve as 
a centre for the work of the Oxford Committee on Social Train- 
ing; but the Association is open to persons and institutions 
interested in social and economic study and organisation, not 
only in this country, but in other parts of the British 
Empire and in foreign countries. On the basis of such a wide and 
representative membership it is hoped that Barnett House may 
serve, not only as a laboratory of social and economic studies, but 
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as a clearing-house of information, and that it will play a consider- 
able part in that co-ordination of research and investigation which 
will become ah increasingly important factor in social and 
economic progress. The relationship, again, of the House to 
the work of the Tutorial Classes may be equally fruit- 
ful and significant. But it is not only in the urban, 
industrial and social movement that Barnett House will 
find a sphere of activity: it is strategically situated 
for the study of rural problems, being already closely 
associated with the Oxford Institute for research in agri- 
cultural economics (under the direction of Mr. C. S. Orwin), as 
also with Plunkett House, Dublin. For all these purposes the 
immediate need is to develop the resources of the library, to collect 
and publish information, and to promote research work : and for 
this the one thing needful is the support of a strong and constant 
body of Associates—not only within, but outside Oxford. Mr. 
Sidney Ball has been elected first President of the Association, 
with the Provost of Oriel and the Master of Balliol as Vice-Presi- 
dents, and Professor Adams as General Secretary. 


No, 102.—voL. xxvI 





RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 


January, 1916. The Right Hon. Lord Welby: An Appreciation. 
Sik ALGERNON West. Human Capital and the Cost of War. 
H. Boac. On Birth-rates, Death-rates, and Occupations. 
T. A. WELTON. 

Marcu, 1916. The Register of Belgian Refugees. T. T. S. De 
JASTRZEBSKI. The refugee population is not a typical sample of 
the Belgian nation. Some provinces, and some occupations— 
especially agriculture—are under-represented. On the Statistical 
Enquiries needed after the War in Connection with Eugenics. 
Masor LeonarpD Darwin. Several interesting inquiries as to 
the racial damage done by war are suggested. Dr. Greenwood, 
Mr. Snow, and Dr. Chalmers Mitchell, in the discussion of the 
Paper, made additional suggestions. Prices of Commodities in 
1915. The continuation (by Sir George Paish) of Sauerbeck’s 
index-number. 


Contemporary Review. 


Aprit, 1916. The Distribution of the Burden of War Charges. 
Pror. A. C. Pigov. A sequel to the article summarised in the 
March issue of the Economic JourNAL, and a forerunner of 
the book reviewed above. 

May, 1916. Commercial Supremacy after the War. Ricur Hon. 
Sir J. Comptron-Rickett, M.P. 


The Nineteenth Century. 


May, 1916. War Finance. J. A. R. Marriott. In an interesting 
review of the fourth war Budget, among other lessons it is 
suggested that the Chancellor ought to have devised a scheme 
whereby some proportion of excess wages might be reserved 
by the State as a loan. The touch of imagination is wanting 
to the Budget. 


The Quarterly Review 


AprIL, 1916. German Business Methods in France before the War. 
RaPuHaEL-GeorGES Livy. Referring to Prof. Hauser (reviewed 
above) and other authorities, the writer describes and deprecates 
German methods of penetration. 
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Bengal Economic Journal (Calcutta). 


ApriL, 1916. This is the first number of a journal of which the 
objects are summarised by Prof. C. J. Hamilton, one of the 
editors, as “the encouragement of the study, practical and 
theoretical, of the problems that bear on the well-being of India 
and in particular of Bengal.” The journal is the organ of the 
Bengal Economic Association, of which the inaugural proceed- 
ings are reported. Among the articles is one by Dr. C. A. 
BENTLEY, showing a correlation between the health of the 
population in Indian provinces and their economic condition. 
The other editor, Pror. J. C. CoyaGEE, writes on the Moratoria, 
giving historical examples of their uses and dangers, and also 
reviews several publications. 


L’ Egypte Contemporaire (Cairo). 


Marcu, 1916. Les problémes économiques du lendemain de la 
guerre. Cu. Give. A brilliant survey of the problems to be 
faced generally after the war—the payment of the cost of war, 
the rebuilding of ruins, the reorganisation of industry, the 
accumulation of new capital, and the replacing of men who fall 
in warfare. Between the organisation of German Kultur and 
the individualism of the Western peoples may we not find a 
social régime, less oppressive than the first, less egotistical than 
the second, in the free co-operation of individuals and of 
nations? De leffet de la guerre actuelle sur la circulation 
fiduciaire en Egypte. G. Buancuarv. The forced currency of 
paper in Egypt is safeguarded against inflation by a reserve of 
50 per cent. in gold and 50 per cent. in approved securities, an 
arrangement which has the defect of inelasticity. La mendicité 
en Egypte et sa répression. Kame A. Greiss. La guerre et 
ses conséquences économiques pour l’Egypte. Cu. CHEDIAC. 
Chronique agricole de l'année 1914-18. J. Scnarz. Confined 
to Egyptian agriculture. 


Journal of the Russo-British Chamber of Commerce (Petrograd). 


The first number of this journal, written in Russian, appeared in 
January. The February number contains an article on the war 
and the economic position of Great Britain. 


The Quarterly Journal of Economics (Cambridge, Mass.). 


Fepruary, 1916. Cost and Value of Service in Railroad Rate-making. 
M. O. Lorenz. Joint Costs with especial regard to Railways. 
Lewis H. Haney. Currency Depreciation in Time of War. 
A. C. Wuiraker. A definition and division of the subject is 
followed by the application of practical tests, premium on gold, 
derangement of the foreign exchanges, use of index-number 
representing level of general prices. Neglected Factors in the 
Problem of Normal Interest. F. H. Kyicur. Relation of 
Scientific Management to Labour. C. Brerrranp THOMPSON. 
The National Founders’ Association. Marcaret L. STECHER. 
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The American Economic Review (Boston). 


Marcu, 1916. The Comparative Yield on Trade and Public Service 
Investment. J. E. Srerrett. The Standard of Living. H. P. 
Farrcuitp. It is doubtful whether the standard of the 
American labourer has improved in the last thirty years. The 
Tariff and the Ultimate Consumer. H. A. Wooster. A reply to 
Prof. Enrery’s article under the same title in the September num- 
ber of the Review; with a rejoinder by Prof. Emery. Influence 
of Speculative Marketing upon Prices. A. P. Usner. That 
speculation tends to stabilise prices is only part of the truth; 
the principal effect of recent improvements in marketing is 
increase in certainty. Russian Land Reform. R. T. Eny. A 
review-article referring to Wieth-Knudsen’s Bauernfrage in 1913. 
Depreciation-reserves. L. R. Nasu. 

A supplement contains papers and proceedings of the twenty- 
eighth Annual Meeting of the American Economic Association ; 
among which may be noticed a discussion of the probable 
changes in the foreign trade of the United States resulting from 
the European war, introduced by Pror. Emory JoHNnson; and 
a discussion of the economic costs of war, introduced by Pror. 
J. B. Cuark and W. S. Rossiter. The Réle of Money in 
Economic Theory was considered by Pror. WESLEY MITCHELL, 
Pror. IrvinG FisHer, and others. 


Political Science Quarterly (New York). 


Marcu, 1916. The Problem of Unemployment To-day. W. M. 
LEISERSON. Single-tax Movement in Oregon. J. H. GiLBErt. 
Land Tenure Reform and Democracy. Gro. E. Putnam. 


The Journal of Political Economy (Chicago). 


Fepruary, 1916. War Finance and American Business. H. 
Davenport. A great danger lurks in the inflation, to the 
extent of some £200,000,000 of English currency by means of 
increased deposits, encouraged by the Act of September, 1914, 
which waives the legal restrictions upon the issues of the Bank 
of England. ‘Bankers supply funds and supply them through 
creating them”; the rate of interest for loans of such funds 
falsifies received doctrines as to the cause of interest. This 
war finance stimulates unnecessary consumption. Borrowing 
in America has been so managed as to produce a similar in- 
flation there. The writer anticipates all the evils of boom and 
reaction unless better methods are adopted. ‘The issues of 
war securities could well be handled through a great guaranty 
association of adequate paid-up capital and with still larger 
contingent and secondary liabilities.” 


Annals of the American Academy (Philadelphia). 


Marcu, 1916. This number is devoted to public administration and 
partisan politics. 
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Monthly Review of the Bureau of Labour Statistics (Washington). 


January, 1916. Among other summaries may be noticed that of a 
report presented by Prof. F. Hoxie on “Scientific Management.” 
Investigation shows that improvements in organisation augment 
efficiency, but that there is not adequate protection of the 
labourer’s standard af living. 

Fesruary. Several reports published separately in full are here 
summarised: “The Vocational Education Surveys of Rich- 
mond, Virginia”; “The Boot and Shoe Industry in Massa- 
chusetts as a Vocation for Women”; “Wholesale Prices, 1890 
to 1914.” 

Among the publications of the Bureau are also to be noticed “ Index 
Numbers of Wholesale Prices in the United States and Foreign 
Countries” (No. 173); “Compensation Legislation of 1914 and 
1915” (No. 185). 


Journal des Economistes (Paris). 


Fepruary, 1916. L’avenir économique du Trentin. KE. LE&MOoNON. 
La morale et l’Echange internationauz. H. LAMBERT. 

Maron, 1916. Les causes et les conséquences de la guerre. YVES 
Guyot. Preface to the book so entitled. La guerre et les 
chemins de fer allemands. A. RarraLovicH. L’application de 
Vimpét sur le revenu. F. Frépauur. Difficulties in the income- 
tax enacted by the French law of July, 1914. 

Aprit, 1916. La guerre et les lois économiques. Yves Guyor. 
Ce qu’était le domaine colonial allemand. D. Bertier. La 
réforme financiére en Russie. M. Lauwick. L’exposé finan- 
ciére de M. Helfferich pour 1916-17. A RaFFraLovicH. 

May, 1916. Le lendemain de la paix. Yves Guyot. Devrions 
nous capturer le commerce allemand. Sir HuGu Bewtu. A 
translation of the address published in the March number of 
THE Economic JournaL. Les chemins de fer allemands en 
Afrique. A. R. Wherever one penetrates to the thought of the 
Germans one discovers preparation for a war of plunder. 


Revue d’ Economic Politique (Paris). 


JANUARY—FepRuary, 1916. La guerre et l’organisation nationale de 
Valimentation. CHARLES GipE. Four plans of organising con- 
sumption are compared: (1) Rationing; (2) Fixation of prices; 
(3) Municipal sale; (4) Co-operative methods. La paix sociale 
aprés la guerre. KE. Vitury. La campagne balcanique et le 
ravitaillement allemand. X. 


De Economist (La Hague). 
AprIL, 1916. The number contains an article on the Dutch trade 


in grain in the Middle Ages, by W. S. Unaer, and a lucid 
abstract of recent numbers of THe Economic JOURNAL. 
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Giornale degli Economisti (Rome). 


Fepruary, 1916. Il commercio maritimo dopo la guerra. E. Cor- 
BINO. Sulla misura del vantaggio che il consumatore ritrae 
da uno scambio. UtuissE Gossi. Sul concetto di utilita 
economica. C. Gini. La politica commerciale italiana. A. 
FRASCHETTI. 

Marcu, 1916." Fenomeni economici della guerra. M. PANTALEONI. 
A felicitous exposition of several peculiarities in the economics 
of war—the loss of efficiency consequent on a sudden change 
to producing munitions instead of objects previously desired, the 
essential difference between a foreign and an internal loan, the 
depreciation of money, etc. Problemi finanziari della guerra. A. 
Capiati. More war problems. Luigi Perozzo. G. M(ortara); 
Luie1 Bopio. An authoritative appreciation of a great statis- 
tician. 

AprIL, 1916. Oscillazioni dello sconto e dei prezzi. C. BRESCIANI- 
Turroni. La politica commerciale italiana. A. FRASCHETTI 
(continued). 


La Riforma Sociale (Turin). 


Sulle premesse economiche del contratto collettivo. G. Prato. A 
magistral discussion on the advantages of collective bargaining ; 
concluding that until the superiority of this sort of contract is 
mathematically demonstrated, legislation based on that pre- 
sumption is premature. Tacito, Machiavelli ed i Ferrovieri. 
E. Serta. A chapter from the forthcoming second volume of 
the author’s Concorrenza. The mutinies of Roman _ legions 
described by Tacitus furnish parallels to the strikes of railway- 
men. 


Scientia (Milan). 


No. XLVI. (FeEs., 1916.) Les dépenses de la guerre et leurs con- 
séquences économiques. CHARLES GIDE. Riflessioni: A pro- 
posito della guerra. A. Loria. 


No. XLVII. Réflexions d’un Danois sur la guerre. G. JESPERSEN. 
Le fonti economiche della guerra. C. Suptno. 


No. XLVIII. The Future of Europe. J. H. Ross. 


NEW BOOKS 


English. 


Brassey (Karu). Work and Wages. The reward of Labour and 
the Cost of Work. Founded on the experiences of the late Mr. 
Brassey. London: Longmans. 1916. Pp. 200 

[‘‘A volume of extracts, revised and partially rewritten ’’—this second or 
third subtitle aptly describes the contents of a volume which reproduces some 
portions of the author’s well-known book, Work and Wages, first published in 
1872, and some of the Addresses which make up his Lectures on the Labour 
Question, published 1878.] 
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Cray (Henry). Economics. An Introduction for the General 
Reader. London: Macmillan. 1916. Pp. 476. 


[To be reviewed.] 


Curtis (L.). The Problem of the Commonwealth. London: 
Macmillan. 1916. Pp. 248. 
[The writer’s name does not appear on the cover, only in the signature of the 


Preface. The relation between Great Britain and the Dominions is the main 
subject. ] 


Grant (A. J.) anD OrHEeRS. An Introduction to the Study of 
International Relations. London: Macmillan. 1916. Pp. 207. 
[Six essays by five authors, A. J. Grant, J. D. Hughes, Arthur Greenwood, 


P. H. Kerr, and F. F. Urquhart. The essay most concerned with economics 
is one of the two contributed by Mr. Greenwood. ] 


Hourcuins (B. L.). Women in Modern Industry. London: 
G. Bell. 1915. Pp. 315. 


[Reviewed above. ] 


PEASE (Epwarp R.). The History of the Fabian Society. 
London: Fifield. 1916. Pp. 288. 

[Twelve portraits, mostly of well-known personages, and many agai 
incidents enliven a narrative of which the accuracy is guaranteed by the posi- 
tion of the author, secretary of the society for over fifteen years, and a leading 
member from the foundation of the society in 1883-4.] 


Rankin (M. T.). Arbitration and Conciliation in Australasia. 
With an Introduction by J. Shield Nicholson. London: Allen and 
Unwin. 1916. Pp. 192. 


[To be reviewed.] 


Ricnano (Eu@enio). The War and the Settlement: An Italian 
View. Translated by A. M. Sanderson Furniss. With a Critical 
Introduction by Professor Ramsay Muir. (Published by the Council 
for the Study of International Relations.) Pp. 100. 6d. 

[An excellent translation of an article in Scientia, already noticed in the 


Economic Journat. Prof. Muir ably criticises the author’s recipe for universal 
peace. ] 


SmitH (JAMES HaupaNnE). Economic Moralism. London: Allen 
and Unwin. 1916. Pp. 288. 


{An essay in constructive economics” is the subtitle. The part of the 
work headed ‘‘The Economic Framework” comprises ‘‘the ideal, based on 
absolute ethics, and the practical, based on relative ethics.’’} 

Sore, (GEorGE). Reflections on Violence. Translated by T. E. 
Hulme. London: Allen and Unwin. 1916. 


[To be reviewed. ] 


TILLYARD (FRANK). Industrial Law. London: Black. 1916. 
Pp. 626. 


American. 


BristoL (Lucius M.). Social Adaptation. A Study in the 
Development of the Doctrine of Adaptation as a Theory of Social 
Progress. With a Preface by T. N. Carver. Cambridge, Mass. : 
Harvard University Press. 1916. Pp. 356. 
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Brown (Harry Gunnison). International Trade. A Study of 
the Economic Advantages of Commerce. New York: Macmillan 
Co. 1915. Pp. 198. 

[An academic treatise by the Assistant Professor of Economics in the 
University of Missouri. To be reviewed.] 

CoHEeNn (Juxius H.). Law and Order in Industry. New York: 
Macmillan. 1916. Pp. 292. 

[The writer, who was called in as a lawyer on the occasion of a strike in the 
cloak-making industry of New York gives his experience of attempts to secure 
industrial peace by collective bargaining. ] 

Gantt (H.). Industrial Leadership. Newhaven: Yale Uni- 
versity Press. 1916. Pp. 128. 

Munro (W. Bennett). Principles and Methods of Municipal 
Administration. New York: Macmillan Co. 1916. Pp. 491. 


[The author is Professor of Municipal Government in Harvard University. ] 


French. 

Prato (GiusEPPE). L’occupation militaire dans le passé et dans 
le présent. Barbarie ancienne et civilisation moderne. 2° edition 
revue et augmentée par l’auteur. (Traduction de M.P.B.). Paris: 
Gierd. ... IG16. Pp. 108. 


[Considering the reputation of the author for historical research and 
scientific precision, this is perhaps the most authoritative indictment of German 


methods of war that has been published.] 


German. 


Drent (Karu). Zur Frage eines Zollbiindnisses zwischen Deutsch- 
land und Osterreich-Ungarn. Jena: Fischer. 1915. Pp. 50. 

Jastrow (Dr. J.). Geld und Kredit im Kriege (Weltwirt- 
schaftlicher Archiv). Jena: Fischer. 1915. Pp. 97. 

Piaut (Dr. THEopoR). Der Einfluss des Krieges auf den Lon- 
doner Geldmarkt. Jena: Fischer. 1915. Pp. 105. 


[The first number of a series of Krtegswirtschaftliche Untersuchungen to 
be issued by the Institute of Commerce and ‘‘World Economics” at the 
University of Kiel. The work purports to be a scientifically objective presenta- 
tion of the changes in the English money market caused by the war. 


Swiss. 


EGGENSCHWYLER (W.). Das schweizerische Finanzproblem. 
Zurich: Fiissli. 1916. Pp. 103. 

Morr (Dr. P.). Neue Wege schweizerischer Exportpolitik. 
Zurich: Fiissli. 1916. Pp. 56. 

[This and the preceding book belong to the series of Swiss Questions of the 
Day—Zeitfragen.] 


Italian. 


Cassoua (C.). L’azione economica dello stato durante la guerra. 
Rome. 1916. 

GEISSER E Boreatta. La pressione tributaria e le societa per 
azioni in Italia. Turin. 1916. 





